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3 T4 { Mid-West Shippers Advisory Board opens its annual convention in Chicago, 1935. 
4 F Wire-connected radio stations gave first simultaneous broadcast, 1923. 
Telegraph operators throughout the country went on strike, 1870. 
5 Se JAMES WATT obtained first patent on improved steam engine, 1769. 
WASHINGTON purchased land in W. Va. on which natural gas was found, 1775. 
6 ~ Permission to install motors in street cars given by Nashville city council, 1889, 
First telephone message from submarine under water to land, 1898. 
7 M Radio-telephone service officially opened between New York and London, 1927. 
E. H. HARRIMAN became president of Union Pacific Railroad, 1904, 
roy Tz First telephoto service was established between London and Berlin, 1929. 
Construction of Central Pacific Railroad was begun at Sacramento, Calif., 1863. 
9 W South Carolina Canal and Railroad Co. began construction in Charleston, 1830. 
First commercially operated electric trolley system installed in Richmond, 1888, 
10 TA { American Engineering Council opens its annual meeting in Washington, D. C., 1935. 
11 F Gas-electric bus in New Jersey operated successfully by trolley wires, 1934. > 
Coal-stove heating was installed in horse cars in Ansonia, Conn., 1889, 
12 Se Great Trans-Siberian Railroad completed, 1902. 

Largest railroad tunnel in world (The Cascade) was opened in Washington state, 1929. 
13 ~ Direct radio circuit between New York and Chile was established, 1930. 

First telephone was installed in the White House, 1879. 
14 M 4 Society of Automotive Engineers, Inc., begins its annual meeting in Detroit, 1935. 
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First railroad locomotive built in U. S. was completed, 1831. 
MARSHALL LEFFERTS, pioneer in telegraphy, was born in Brooklyn, N. Y., 1821. 
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{ American Society of Civil Engineers’ annual meeting convenes in New York, 1935. 
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Using the Spotlight 
to Get Off the Spot 


Social and economic justification for a strong 
policy of publicity on the part of the utilities 


By WILLIAM A. McGARRY 


QUARTER of a century ago the 
A wreck of a railway train was 
the signal for a wild uprising 
in newspaper offices. Reporters were 
rushed to the scene of the wreck, to 
union headquarters to get the names 
of workmen who might talk, to the 
homes of officials. Survivors were in- 
terviewed, and sometimes for weeks 
thereafter the newspapers bristled 
with charges of defective equipment, 
overworked employees, lack of safety 
devices. 

Reporters are still sent out to cover 
wrecks today when they happen to be 
near the place of publication, but in 
the case of afternoon newspapers the 
full story generally appears in print 


before the reporter has had time to 
reach the scene and telephone. The 
information is furnished by the rail- 
way itself, often by a man in the dis- 
patcher’s office specially designated to 
keep the press informed. 

That change goes a long way to- 
ward explaining the almost universal- 
ly friendly attitude of the American 
press today toward the nation’s rail- 
way system. Even where the edito- 
rial policy of a newspaper is in sharp 
conflict with that of the railways, criti- 
cism in the news is almost unknown. 
The railways may be sermonized, but 
they are no longer denounced. On 
the contrary, their own statements are 
printed at great length, and even in 
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the sermons their problems are recog- 
nized. 


i the opinion of many utility exec- 

utives and of nearly all public rela- 
tions men, the gas, electric, and water 
corporations are now in a position 
comparable in some respects to that 
occupied by the railways at the turn 
of the century. The only difference 
is that the railways had not learned 
then that direct and continuous appeal 
to public opinion is essential to all big 
business, and particularly to those re- 
quired to serve all alike, whereas the 
utilities have learned only to forget. 

Perhaps it would be more accurate 
to say that they have been bullied into 
forgetting, but in any event it is a fact 
that the utility industry as a whole has 
been without public hearing since 
shortly after the beginning of the 
Federal Trade Commission investiga- 
tion. It has had able legal represen- 
tation, it is true. In the nature of 
things, however, that has been purely 
defensive, and in some instances the 
very excellence of the defense has been 
used in the headlines to stir up ani- 
mosity against the utilities. 

In Philadelphia, for example, it has 
been charged by City Controller S. 
Davis Wilson that the utilities “will 
get” anybody who attacks them. 


[ is frequently asserted that the best 
lawyers are held in line by retain- 
ers from the utilities, so that it is dif- 
ficult or impossible to get competent 
legal counsel in attacking them. Cur- 
rent fiction abounds with implications 
that corrupt political organizations are 
largely financed by public utilities. 
These charges cannot be answered 
convincingly, if only for the simple 
reason that complete refutation is not 


possible. Some people have been 
“got” by utilities, as well as by 
corner grocers. In some communities 
the best lawyers work for utilities, and 
undoubtedly some utility money 
which might have been better em- 
ployed has gone into politics. But 
none of these charges is true of all. 
The practice of the majority will 
stand favorable comparison with that 
of any other business. 

It follows that the only practicable 
“defense” is in reality an attack, in 
the form of a continuous effort to en- 
lighten the public on the specific prac- 
tices which are legal, ethical, and 
economically sound. The best test of 
any policy, in that connection, is 
whether it will stand publicity. Utili- 
ties are now aware that many things 
done in the past by some of their 
number, would not meet this test. But 
that was not sufficient reason for 
abandoning publicity with respect to 
all policies. 


A GREAT many propaganda prac- 
tices now generally condemned 
and abandoned, it is found on analy- 
sis, were not inherently wrong. The 
error was in failing to make a dis- 
tinction between more or less useless 
propaganda and legitimate publicity, 
and in surrounding the former with 
secrecy and failing to defend and con- 
tinue the latter. Whatever value these 
practices may have had—and there is 
no question of the good will return on 
sound publicity—may be said now to 
have gone by default. 

The story to newspaper men and 
their editors at many a public hearing 
was not that Mammoth Gas and Elec- 
tric distributed to public schools in its 
territory a series of pamphlets on util- 
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ity operations, financing, or general 
history. It was not even the fact that 
these pamphlets may have contained 
some opinions open to dispute. It 
was the fact that the issuance of the 
material, together with an outline of 
their subject matter and objective, was 
not made public through advertising 
or news releases, or both. 

This failure indicates a rather com- 
plete lack of understanding, of the 
publicity function, and the juistifica- 
tion for it. Newspaper men have a 
habit of saying that the way to deter- 
mine this function is to ask whether 
any particular item is news. It is no 
criticism, however, to point out that 
the term “news” is as much of a mys- 
tery to the utility executive as “kilo- 
watt” is to the publicist. A better 
definition of publicity from the busi- 
ness point of view would be that it 
should work as well in one direction 
as another. That is to say, it should 
interpret the public as well to the man- 
agement as it does the management to 
the public. 


A PUBLICITY program which fails 
in this respect is not publicity 
It is an expres- 
sion of a special interest point of 
view. Too many of those attempting 
for the first time to employ the pub- 
licity instrument in the past failed to 


—it is advertising. 


take this distinction into account. 
They set out to “educate” the public, 
without the slightest idea that the 
public might also be capable in some 
matters of educating them, if only to 
the extent of making clear what it 
wants. 

As a consequence policies were 
adopted which the public has shown 
since that it will not approve. The 
history of all business reveals that in 
the long run every major policy af- 
fecting the public interest must be ex- 
plained and justified. Secrecy is gen- 
erally adopted at the outset because 
this process of education seems to be 
impossible or too expensive. This er- 
ror is repeated by one industry after 
another despite the experience and tes- 
timony of those who have found out 
that the longer revelation is put off 
the more it costs. 


HE late Judge Elbert H. Gary of 

the U. S. Steel Corporation, gave 
such testimony. He told the writer in 
1926, after the corporation had spent 
$165,000,000 on welfare work among 
employees, that if he had it to do over 
again he would do it differently. Up 
to the time of his conversion the 
program had been one directional in 
that it was dictated wholly from the 
top. The men were not consulted as 
to what they wanted at first, and the 


e 


“THE railways . . have recognized and accepted the 

q spotlight. If the gas and electric utilities had had the rail- 
way point of view, the beginning of the trade commission 
hearings should have been the signal for overtime work on 
the part of their publicity departments. The act of some 
public utility operators in suddenly shutting off ail publicity 
effort did far more harm than any of the mistaken propa- 
ganda that had gone before.” 


5 
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result was that sincere effort to better 
their lot actually stirred up trouble. 

A publicity program comparable to 
that of the Pennsylvania Railroad 
would have prevented this, since a 
large army of employees is really a 
section of the public. When the Penn- 
sylvania’s bureau was established by 
Ivy Lee it was designed to be two- 
directional. Its job was not only to 
acquaint the public with the railroads’ 
aims and objectives, but to keep exec- 
utives advised of public reactions. To 
that end it sends clippings not only to 
interested department and division 
heads, but to the executive top. 

The effect of this has been to put 
all executives and division, depart- 
ment, or bureau heads in the spotlight. 
That is where every utility executive 
finds himself in the long run, whether 
he likes it or not. The railroad con- 
sequently has developed a practice of 
telling even those things reporters 
might not be expected to find out. It 
has learned that it is the business of 
reporters to find out, and hidden 
things make news because they are 
hidden. Newspapers therefore do not 
as a rule try to go behind Pennsyl- 
vania statements. 


Bon railways, in other words, have 
recognized and accepted the spot- 
light. If the gas and electric utilities 
had had the railway point of view, 
the beginning of the trade commission 
hearings should have been the signal 
for overtime work on the part of their 
publicity departments. The act of 
some public utility operators in sud- 
denly shutting off all publicity effort 
did far more harm than any of the 
mistaken propaganda that had gone 
before. It was taken by a large sec- 


tion of the American press as an ad- 
mission by those responsible for it 
that the utilities had no defense. 

This opened the door to a flood of 
articles attacking the utilities, not only 
for what they did, but all along the 
line. In effect, it made a market for 
the government ownership advocates. 
Many instances could be given. One 
is a quotation from an article in the 
Nation of July 25th last by Stuart 
Chase, who wrote that “technological 
considerations already point to public 
ownership of banks, railroads, and the 
energy industries—coal, oil, and elec- 
tric power—in the near future.” 

One need not be an economist or a 
technician, of course, to recognize 
that this is merely an opinion. Un- 
doubtedly the utilities could muster as 
much weight of technological opinion 
in favor of private ownership. More- 
over, the technicians are not as yet a 
majority of the general opinion which 
in the long run dominates in this coun- 
try—or did in the past. But if the 
utilities are to prevent acceptance of 
such statements as final it will be only 
by direct and vigorous appeal to the 
public. 


A from the indubitable right 
of public utility operators to do 
this as individual business men, there 
is a distinct social justification. It 
may be set forth as follows: 


1. The utility is created by the 
public. That is to say, its very exist- 
ence by charter originates in an act 
of the public through its constituted 
authorities. The public, in other 
words, comes right in at the start. 
This fact, being buried in the past, is 
often forgotten. 

2. The franchise by which the util- 
ity is enabled to do business, after it 
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Overproduction of Electric Power 


“A NATIONAL campaign at this time by the 
utilities to show that they are set up and 
equipped to deliver one third more power than 
the nation has ever used in its busiest days might 
go along way toward checking the huge expendi- 
tures of the government to provide more power. 
Union labor, striking everywhere for higher 
wages, might be expected to show an active in- 
terest in such a campaign if its members were 
made aware of the prices being offered by the 
government for electrical equipment for some of 
its projects.” 





eral government’s actions include: 


has been created by the publicly 


granted charter, is likewise a public 
creation—an action by the public’s 
representatives authorizing and defin- 
ing the type of work which the util- 
ity is to perform, and usually giving 
the utility exclusive right to its per- 
formance in a given territory. 

3. The public is served in extreme- 
ly large numbers by the utility. It 
must come to the utility for this serv- 
ice, there being no competitors save in 
other types of energy or fuels. There 
are none in kind, and the service ren- 
dered has become a necessity through 
the development of modern civiliza- 
tion. 

4. The public invests in the utility’s 
securities directly. Also, indirectly, 
through the investment of a consid- 
erable part of its insurance funds, 
trust funds, etc., representing its 
hope of future financial security. 

5. The public is the source of the 
authority, and, in a not entirely 
formulated way, of the policies, by 
which the utilities are governed and 
taxed. 


HERE are collateral justifications 
for a strong policy of publicity 


Greatly increased taxes. 

Higher operating costs; i.e., larger 
payrolls, higher costs of materials. 

Fostering of direct competition 
through subsidies derived in part 
from the very taxes levied on the in- 
dustry to be competed with. 

Financing made more difficult not 
only by statute but by the whole gen- 
eral policy of creating suspicion con- 
cerning utilities, especially electrical 
and gas companies. 

Direct efforts to force electric rate 
reductions, in the face of rising prices 
in other fields and the impressive rec- 
ord of rate reductions by the indus- 
try. These efforts include the Fed- 
eral government’s exercise of its 
status as a consumer of electricity to 
insist on lower rates. 

Use of the Federal army of press 
agents to flood newspapers and other 
periodicals with material inimical to 
the electric industry as at present con- 
stituted. Use of radio by high func- 
tionaries to the same end. 

Appointment of men known for 
their antiutility and public-ownership 
views to high offices often directly 


on the part of the public utilities. 


ve concerned with regulation of the elec- 
Some of them arising out of the Fed- 


tric industry. 
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The movement for Federal regula- 
tion of the natural gas industry. 


HIs list might be extended almost 

indefinitely, but what it all boils 
down to is that while the innumerable 
acts and regulations of the New Deal 
seek in many ways to limit, control, 
and direct competition, they have not 
as yet issued a blanket prohibition 
against the survival of any industry. 
The utilities have the right to point 
out to the public the colossal contra- 
diction in the government’s vast plans 
for electric power. 

Virtually everything else that has 
been done in the name of recovery is 
predicated on what has been called 
overproduction. The argument runs 
that if there is too much of everything 
price structures are destroyed, profits 


vanish, men are laid off, markets van- 
ish, and we have depression. There- 
fore the major effort of the adminis- 
tration has been to curtail production 
—and to pay for its curtailment. 


NATIONAL campaign at this time 

by the utilities to show that they 
are set up and equipped to deliver one 
third more power than the nation has 
ever used in its busiest days might go 
a long way toward checking the huge 
expenditures of the government to 
provide more power. Union labor, 
striking everywhere for higher wages, 
might be expected to show an active 
interest in such a campaign if its mem- 
bers were made aware of the prices 
being offered by the government for 
electrical equipment for some of its 
projects. 
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Curious Items About Utilities en 
ar 

THE average age of the 51,425 locomotives of all types owned by 

Class I railroads is almost twenty-one years. pe 
* os pc 

In Europe sixty-five per cent of the railway mileage is state-owned, la: 
Asia seventy-seven per cent, Africa seventy-eight per cent, and | 
Australia ninety-seyen per cent. al. 

* * 

TELEPHONES in Great Britain are a government monopoly. Recently _ 
the government lowered rates in order to increase the use of the t 
telephone in that country. Statistics collected in 1929 show that whereas sh 
the United States had 16.4 telephones for every 100 people, Great Britain 4 
had only 4.2. The Postmaster General says that Great Britain has in 
now passed Germany, which in 1929 had 5 telephones for 100 people; tu 
but it still ranks below Canada, New Zealand, Denmark, Sweden, 

Australia, Norway, and Switzerland. ve 


8 








The Federal Government’s 


Tennessee Valley Power Project 
No. 4. Its National Significance 


In the three previous articles in this series (see Pustic Urimities FortTNIGHTLY 
March 15, March 29, and April 12, 1934), the author discusses the genesis, the 


immediate and ultimate program, and the power policy of TVA. 


In the present 


article he directs his attention to the meaning of the government’s challenge to 
our nation-wide handling of the public utility problems. 


By MARTIN G. GLAESER 


, ‘HE preceding article in this se- 
ries concluded with the query: 
What is the meaning of this 

challenge (of the power policy of the 

TVA) to our nation-wide handling of 

the public utility problem? 

In attempting to answer this ques- 
tion I am conscious of the fact that 
the Tennessee Valley Authority is an 
enterprise in the developmental stage 
and that the significance of its power 
policy—as indeed also of the other 
policies which it is promoting—lies 
largely in the lap of the future. I am 
also conscious of the fact that these 
policies are being put to a test with 
the background of a world-wide and 
sharp economic convulsion, now going 
into its fifth year. Therefore, in ven- 
turing an interpretation of these de- 
velopments for the future one must 


speak with diffidence, where one was 
able to speak with more confidence re- 
specting the interpretation of histori- 


cal facts. Nevertheless, there are 
bridges between the past and the fu- 
ture from which one may discern the 
main contours of the territory that 
lies beyond. 


n the past the promotion of public 

utilities in the United States, 
whether initiated by private or public 
bodies, has been accompanied by a 
minimum of planning and of codrdi- 
nation with other types of economic 
enterprises. Railroads, even turnpikes 
and canals, were built to “open up” 
territory with the optimistic faith that, 
sometime and somehow, the gradual 
colonization of the region would pro- 
vide the traffic to support the new fa- 
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cilities. Electric railways were con- 
structed as enterprises ancillary to 
subdivision activities by dealers in real 
estate. Electric utilities were placed 
alongside already existing gas utilities 
to fight it out as to who would get the 
lighting customers. 

A hesitant and confused public pol- 
icy with respect to public utility regu- 
lation adopted first an attitude of pro- 
motion, then an attitude of restraint 
through competition, and finally an 
attitude of restraint through legisla- 
tive or commission regulation. Some- 
times all three of these policies were 
combined in one grand uncertainty as 
to which way the cat would jump. 


N” so long ago the street railway 
industry had to contend with 
improvised motor vehicles called jit- 
neys. A depression phenomenon, the 
jitneys were nevertheless welcomed by 
many as a way of bringing the arro- 
gant street railway tycoons to their 
knees. The “independent” motor bus 
operator is the jitney operator’s lineal 
descendant. Years passed before the 
jurisdiction of commissions was en- 
larged to include busses. Meanwhile 
the substitute means of public convey- 
ance did much damage to each other. 

As we look about us today, the same 
scenes are being reénacted in a goodly 
number of places in the competition 
between the unregulated, low-fare, 
flat-rate taxi, which snipes away at 
the profitable short-distance traffic of 
the scheduled, mass _ transportation 
companies. The public, sometimes 
still thinking in terms of the traction 
barons of the first decade of this cen- 
tury, applauds or stands confused as 
its own “transportation throat” is be- 
ing cut. 


These episodes, as I see it, are the 
product of the surviving elements of 
“rugged individualism” in our policy 
of public regulation. They are the 
fruits of that liberty of enterprise, 
which our constitutions are supposed 
to guarantee. However differently 
they may feel about it outside their 
own bailiwicks, against these manifes- 
tations of liberty the private utilities 
cry out loudly for “regimentation,” 
also called “codrdination.” And they 
are right. If the history of public 
utilities has amply taught one lesson, 
it is the lesson of the evils engendered 
by cut-throat competition and the 
beneficent effects of reasonable regi- 
mentation. 


UT you cannot eat your cake and 

also have it. If public utilities are 
to have the benefits of monopolistic 
coordination they must give up the 
benefits of a competitive profits econ- 
omy. In my judgment, with rare ex- 
ceptions, the cardinal weakness of the 
position of the public utilities has been 
that they wanted the one but were un- 
willing to give up the other. 

It will be said that the Tennessee 
Valley Authority is itself an agency to 
promote cut-throat competition be- 
tween governmental and private agen- 
cies. But this assertion, while it ex- 
presses the fears of private enterprise, 
does not square with the facts, that is 
to say with the things the Authority 
has actually done under the powers 
conferred by Congress. It is true, as 
was explained in previous articles, 
that Muscle Shoals power has come to 
stand in the public mind as competi- 
tive power, from long association with 
the battle over who should be the de- 
veloping agency. On the other hand, 
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the policy finally laid down in the act, 
while it permits, does not require the 
Authority to parallel producing or 
transmitting facilities. Under the cir- 
cumstances, whether or not there will 
be competition, rests largely with pri- 
vate enterprise itself. 


HE TVA has repeatedly an- 

nounced that where there is con- 
flict between public interest and pri- 
vate interest in power which can be 
reconciled without injury to the pub- 
lic interest, such reconciliation should 
be made. In executing its power 
program, the authority has designated 
the areas in which the first phase of its 
development shall take place. It has 
deliberately turned down applications 
for power by municipal enterprises 
outside these areas, which means that 
it refuses to be diverted from an or- 
derly plan of development. 

In every case where expansion was 
contemplated the TVA has negotiated 
for the purchase at a fair price of pri- 
vately owned properties. To be sure, 
the threat of competitive paralleling 
has been present in these negotiations, 
but this threat is the outcome of, and 
inheres in, legal arrangements which 
impede the right of a community after 
a favorable vote to own and operate 
the electric utility serving it. In 
short, the power policy of the TVA 
contemplates the displacement of pri- 


vate enterprise in designated areas to 
permit the development of a public 
project. It does not contemplate con- 
fiscation of vested interests or their 
impairment by competition. 


SB power policy of the Authority 
also implies that henceforth, 
along with its other objectives, there 
will be governmental instead of pri- 
vate promotion of the most economic 
regional development. It implies plan- 
ning for an entire river watershed and 
for integrating public with private de- 
velopment. If this policy becomes 
general, it will mean the end of com- 
petitive development of our state and 
interstate power systems. Surely, if 
the prudent and useful investment of 
privately owned utilities will be re- 
spected in any plan of territorial in- 
tegration, conservative investors and 
operating executives as distinguished 
from financial promoters and stock 
jobbers will find codperation with gov- 
ernmental enterprises in such planning 
not impossible. As for the stock 
gambler and manipulator, it is to be 
hoped that he has had his day. 


is is more than likely also that ele- 
ments of public finance will have 
to be commingled with private. This 
means that financial relations must be 
put upon a fixed basis and not the 
evanescent and uncertain ones to 
which regulation has treated us in the 


e 


ties are to have the benefits of monopolistic codrdination 


q “You cannot eat your cake and also have it. If public utili- 


they must give up the benefits of a competitive profits 


economy. 


In my judgment, with rare exceptions, the 


cardinal weakness of the position of the public utilities 
has been that they wanted the one but were unwilling to 


give up the other.” 
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past. By means of public capitalism 
social objectives can be achieved that 
are beyond the scope of private initia- 
tive and private capital. 


NOTHER link with the past which 
helps to indicate a trend for the 
future is the movement for effective 
public utility regulation. This is a 
much controverted subject upon the 
merits of which I do not wish to enter 
here. I do, however, want to express 
my own conviction, based upon study 
and observation, that the effectiveness 
of regulation in the valley states left 
much to be desired. In common with 
regulation everywhere in this country, 
it has suffered from judicial inepti- 
tude in guiding regulatory policies, be- 
sides being subject to infirmities pecu- 
liarly its own. In any event, it was 
the belief of the sponsors of the TVA 
act that the policy of state public util- 
ity regulation needed bolstering. Ac- 
cordingly, the conviction gained 
ground that a public enterprise of 
TVA proportions was needed for 
yardstick purposes. 

Whether TVA rates, services, and 
operations can be made to serve as a 
standard of comparison is again a 
highly complex and controverted sub- 
ject. I have discussed the theoretical 
implications of this proposal in this 
journal on another occasion.* I desire 
only to say here that the unintelligent 
use of rate comparisons is a distinct 
danger to equitable procedures in rate 
regulation. 


SB method of rate comparison is 
subject 


to many limitations. 
Much will depend upon the way in 
which the Authority develops its own 


* Pusitic Utinitres Fortnicutry, Vol. X, 
p. 663, Dec. 8, 1932. 
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accounting and financial procedures 
before a definite conclusion can be 
reached whether and in what respects 
comparisons may be fruitfully made. 
I am not very sanguine that all the 
hopes of the yardstick proponents can 
and will be realized. To my mind it 
is certain that public service commis- 
sions the country over will in the fu- 
ture, as they have in the past, be con- 
strained to rest the reasonableness of 
their orders upon the special facts pro- 
vided by each utility, but their wits 
and conclusions will be sharpened by 
the potentiality of these comparisons. 
For in another sense the TVA may 
serve as a yardstick because it can 
create the possibility of cost compari- 
sons. The development of monopolis- 
tic public undertakings which provide 
the raw material for such—the “dead- 
ly parallel” our trust promoters used 
to say—may also provide effective | 
regulatory tools for the commissions 
by serving as “demonstrations” of 
what can be done. Under its regional 
plan of decentralized operation the 
TVA may well serve as an object les- 
son of the proper functioning of the 
holding company device. 
Fe time to time economists and 
publicists have pointed to the great 
need in this country of a planned de- 
velopment of our resources. The 
horizontal and vertical integration of 
our industries, especially those re- 
quiring large scale use of specialized 
plant, has actually accomplished some- 
thing along these lines in recent years. 
In attenuated fashion, the utility in- 
dustry, particularly gas and electric 
power, has latterly stressed industrial 


and rural development. Holding com- 
panies, along with the abuse, should 
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Planned Development of Resources 


“— time to time economists and publicists have pointed 
to the great need in this country of a planned development 


of our resources. 


The horizontal and vertical integration of our 


industries, especially those requiring large scale use of specialized 
plant, has actually accomplished something along these lines in 


recent years. 


But private enterprise cannot be fully effec- 


tive because it must operate within the limits of profitableness.” 





be accorded some measure of praise 
in this respect. 

But private enterprise cannot be 
fully effective because it must oper- 
ate within the limits of profitableness. 
3t cannot wait for the slow accrual of 
‘pecuniary values when these lie too 
ke in the future. Only the state it- 
Self is in a position to trade present 
tvalues in terms of payments from tax- 
*es or public debts against future val- 
,ues in terms of taxable wealth or a 
future money income. Reforestation 
is the classic illustration. Moreover, 
to accomplish an orderly and system- 
atic development of natural resources 
the sovereign power of eminent do- 
main is needed in addition to the pub- 
lic purse. It is the peculiar merit of 
President Roosevelt’s reformulation 
of the TVA’s ultimate objectives, that 
these social values have been grouped 
about the immediate objective of pow- 
er development. 


F Saget essay the southeastern 


states have not advanced. With 
them the control of soil erosion and 
the development of a permanent fer- 
tility is a vital emergency. Reforesta- 
tion and flood protection, the protec- 
tion of rare reservoir sites from silt- 
ing and the indefinite prolongation of 
nature’s gift of hydraulic power are 
other elements in a scheme of planned 
conservation. To this are attached 
experiments in fertilizer development, 
experiments in housing and rural elec- 
trification, experiments in industrial 
decentralization and the balancing of 
industry with agriculture, experiments 
in coOperative ventures and in the con- 
solidation of political units. 

Who would be so bold as to say 
categorically that these endeavors are 
unwise and not necessary? Even the 
skeptical may be asked to reserve 
judgment provided they can be as- 
sured that existing private interests 
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will not be thereby wantonly sacrificed. 


HE effect of all this upon public 
policies in relation to public utili- 
ties elsewhere is difficult to gauge. It 
will undoubtedly serve to call atten- 
tion to the intimate relation between 
electric power developments and the 
conservation and utilization of natu- 
ral resources. It will emphasize in a 
new way that public utilities, under 
normal conditions, do not exist solely 
for the assured earning of wages, sal- 
aries, interest, and dividends by those 
who happen to be connected with 
them, but that there should be a shar- 
ing of at least the dispensable surplus 
—if there be one—for such social ob- 
jectives as the extension of the area 
of service and the improvement of liv- 
ing standards. Public utility execu- 
tives and regulators the country over 
will be forced to keep at least one eye 
upon these social objectives instead of 
keeping both eyes fixed upon the size 
of the profit margin. 
No candid person will deny that 
there is danger in a situation where 
the pecuniary calculus is obliterated or 
submerged. In the phrase of August 
Bebel, the intelligent German socialist, 
“Without profit, no factory chimney 
will smoke.”” But the achievement of 
these social objectives and the earning 
of a profit are not necessarily anti- 
thetical. It is and always will be the 
-function of intelligent criticism to 
keep expenditures which look to re- 
mote future benefits within reasonable 
bounds. 


HERE has been much criticism to 
the effect that the additional pow- 
er to be developed at the Wilson and 
Norris dams will not be needed. 
These critics point to the fact that 
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there already is surplus-producing ca- 
pacity in the territory or within trans- 
mission distance. Owing to the rav- 
ages of the depression this is undoubt- 
edly correct. 

But the truth of this assertion for 
the future depends upon a proviso 
which the critics do not state. If the 
rates for energy can be drastically cut 
and the utilization of service extend- 
ed by means of low-cost appliances, 
aggressive merchandising methods 
and the judicious use of credit, such 
as is contemplated in the policies of 
the Electric Home and Farm Author- 
ity, the demand for service may also 
be drastically lifted. At any rate the 
TVA is ready to make this experi- 
ment. 

In order to test out whether there 
is promise in the Authority’s endeav- 
ors to meet the problem of excess fa- 
cilities by stimulating the use of elec- 
tricity for all purposes, the steps taken 
thus far and the results achieved 
should be briefly reviewed. 


N September 14, 1933, the Board 
of Directors announced that any 
municipality owning its distribution 
system and assuming half-time use 
may secure wholesale power at an 
average cost of 7 mills per kilowatt 
hour. With this went the proposal 
that these wholesale customers in turn 
charge their residential customers ac- 
cording to the following schedule: 
First 50 kw. hr. 
Next 150 “ “ 
Next 200 “ 
Over 400 “ 
With these rates went a minimum 
monthly bill in urban centers of 75 
cents for customers with 5-ampere 
meters, $1 with 15-ampere meters, 


“ 
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and $1.50 with 50-ampere meters. 
The same rates were proposed for the 
farm user, except that the farm user 
was to have a larger minimum re- 
quirement wherever the greater dis- 
tance between customers resulted in 
increased costs of service. 


HESE rates were announced after 

a study of both cost and market 
factors; perhaps it is fair to state that 
market factors were given the greater 
weight because it was in this direction 
that the experiment was to be made. 
The form and level of the rate sched- 
ule were both designed to encourage 
and make possible the widest use of 
electric service. 

It was assumed, for instance, that 
the first block of 50 kilowatt hours 
for the ordinary user would care for 
all lighting and small appliance users, 
such as flat iron, toaster, percolator, 
vacuum sweeper, washing machine, 
etc. Energy consumed by an electric 
refrigerator and electric range could 
all be had at the 2 or 1-cent rate, 
while an electric hot water heater 
could be served partly for one cent 
and for 4 mills. 

The following day was announced 


RESIDENTIAL 
Number of customers 


Total consumption (kw. hr.) .. a 
4 


Average kw. hr. per customer .. 
Growth index (March=100) 
Total consumption 
Mean consumption 


CoMMERCIAL 
Number of customers 


2 
Total consumption (kw. hr.) .. — 


Average kw. hr. per customer . 
Growth index (March=100) 
Total consumption 
Mean consumption 


the standard wholesale rate and, on 
November 15th, in making public the 
details of the first 20-year contract 
with Tupelo, Mississippi, for the sale 
of Muscle Shoals energy, the basic 
industrial and commercial rates were 
likewise made public. 


sD bapsse this contract the TVA func- 
tions also as the regulating 
agency to secure financial autonomy, 
adherence to a uniform classification 
of accounts, a reasonable income un- 
der nondiscriminatory rates, and an 
orderly procedure for the disposition 
of revenues so that all expenses in- 
cluding taxes will be paid, bond inter- 
est and amortization provided for, and 
also reasonable reserves for new con- 
struction and contingencies. It is an 
interesting feature of this contract 
that Tupelo agrees to accept a return 
on its own equity of not to exceed 6 
per cent. Earnings in excess of the 
above-mentioned items will be applied 
in the reduction of rates. 

Delivery of energy under this con- 
tract began February 7, 1934. Ac- 
cording to a report by Edward Falck, 
rate engineer for the Authority, and 
covering the first five months of op- 


= 


March 


April* July 


974 974 984 996 
44,100 47,100 59,900 69,600 
45 48 61 70 


May June 


107 115 146 170 
107 114 145 167 


333 
65,400 
197 


344 349 
84,300 89,900 
245 258 


345 
72,200 
209 


112 123 143 153 
108 114 134 141 


* Revised to account for change in billing dates. 
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Residential 
974 748% 
12.3% 
200 22.3% 


March 1934 
Number of customers .. 
Consumption kw. hr. . 
Revenue dollars 


July 1934 
Number of customers .. 996 


Consumption kw.hr. .. 69,600 
Revenue dollars 


73.7% 
19.1% 
27.8% 


eration, the efforts to stimulate the 
consumption of power by means of 
these low rates and by the sale of 
low-cost appliances under Electric 
Home and Farm Authority plans 
have been a success. For the same 
five months of 1933 the total residen- 
tial consumption was 177,800 kilo- 
watt hours, while for 1934 it had 
grown to 261,800 kilowatt hours, an 
increase of 47.24 per cent. 

We reproduce on page 15 a table 
taken from this report showing the 
five months’ growth in residential and 
commercial consumption. 

It should be stated, however, that 
from a pecuniary standpoint the re- 
sults of the experiment are as yet 
inconclusive. The experience of Tu- 
pelo thus far is merely a straw to 
indicate the direction of the wind. 
We will instance a few comparisons 
(see table above). 


HE stimulating effect of these ex- 
periments upon residential and 
commercial business is apparent. Not 
so the effect upon the industrial busi- 
ness. There are reasons for such 
comparative lack of response in this 


Commercial 


58,700 


$1 


89, 
$2,321 


& 


Industrial 
8 0.6% 
232,700 70.0% 
$2,420 45.1% 


321 24.6% 
17.7% 


792 32.6% 


7 05% 
205.600 56.3% 
$2,258 35.6% 


1,352 


349 25.8% ove 
$6,343 


900 24.6% 
36.6% 


instance. Apart from the influence of 
the depression upon industrial earn- 
ings, it should be borne in mind that 
lowered rates are usually only a minor 
factor in the cost of production. It 
will require a longer period of time 
and perhaps a combination of favor- 
ing factors to bring results. The ini- 
tial effect on consumption and reve- 
nues will not be reassuring. 

It should be gratifying to the public 
utility industry generally that these 
experiments are under way. At a 
time when industrial earnings are 
everywhere threatened and the resi- 
dential and commercial business is 
proving to be the real financial back- 
log, an experiment in making this 
backlog more effective should not en- 
counter so much malevolent criticism. 

The load-building efforts of the 
EHFA are not restricted to TVA 
territory and are being extended to 
private companies in the valley states 
whose rates have been approved. The 
scheme may find national application. 
Surely, what would be considered 
commendable enterprise in a private 
utility should not be reprobated when 
shown by a public agency. 
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“I AM not a pessimist. I believe the railroads are going ahead provided 
other means of transportation are placed under regulations similar to 


the carriers and we get our increased rates.” 


—DanieL F. Wirarp, 


President, Baltimore and Ohio Railroad. 
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Federal Utility Regulators 


a 


Members and officials of the Federal Power Commis- 
sion and Federal Communications Commission—two 
regulatory agencies whose work increasingly affects 
public utility industries. 
This is the seventh of a series of pictorial supplements to PuBi« 
Urtitities FortNIGHTLY that portray commissioners, utility leaders, 


legislators, advisers, and economists who play important roles in 
our economic and social development. 


From a photograph made especially for Pustic Utitities FortTNIGHTLY 


Paul D. P. Spearman Oswald Ryan 


GENERAL COUNSELS FOR THE FEDERAL COMMUNICATIONS COMMISSION 
AND FEDERAL POWER COMMISSION RESPECTIVELY 
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Harris & Ewing 


Frank R. McNinch 


CHAIRMAN, FEDERAL POWER COMMISSION 
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E. O. Sykes 


CHAIRMAN, FEDERAL COMMUNICATIONS COMMISSION 
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Un derwood & Underwood 


Paul A. Walker 


CHAIRMAN, TELEPHONE DIVISION, FEDERAL COMMUNICATIONS COMMISSION 
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Harris & Ewing 


Basil Manly 


VICE-CHAIRMAN, FEDERAL POWER COMMISSION 
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From a photograph made especially for Pustic Utitities Fortn1GHtTLy 


Hampson Gary 


CHAIRMAN, RADIO DIVISION, FEDERAL COMMUNICATIONS COMMISSION 
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From a photograph made especially for Pustic Utirities Fortnic 


Irvin Stewart 


CHAIRMA - GRAPH DIVISION, FEDERAL COMMUNICATIONS COMMISSION 
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From a photograph made especially for Pustic Utitit1es FortN1GHTLY 


Herbert J. Drane 


ASSOCIATE MEMBER, FEDERAL POWER COMMISSION 
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Acme 


Thad H. Brown 


VICE-CHAIRMAN, RADIO DIVISION, FEDERAL COMMUNICATIONS COMMISSION 
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Wide World 


George Henry Payne 


VICE-CHAIRMAN, TELEGRAPH DIVISION, FEDERAL COMMUNICATIONS COMMISSION 
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From a photograph made especially for Pustic Uritities FortniGHtTty 


Claude L. Draper 


ASSOCIATE MEMBER, FEDERAL POWER COMMISSION 


EE ES A AS SLL. 


27 





PUBLIC UTILITIES FORTNIGHTLY 








From a photograph made especially for Pusiic Utiitizs FortNiGHtLy 


Clyde L. Seavey 


ASSOCIATE MEMBER, FEDERAL POWER COMMISSION 
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Underwood & Underwood 


Norman S. Case 
VICE-CHAIRMAN, TELEPHONE DIVISION, FEDERAL COMMUNICATIONS COMMISSION 
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Wide World Inte 


H. C. Patterson 


DIRECTOR, TELEPHONE DIVISION, FEDERAL COMMUNICATIONS COMMISSION 
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International 


PUBLIC UTILITIES 


William E. 


FEDERAL 


DIRECTOR, RATE SURVEY, 


FORTNIGHTLY 


Mosher 


POWER COMMISSION 
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-— 
From a photograph made -specially for Pustic Urtitities FortNIGHTLY 


Thomas R. Tait 


DIRECTOR, WATER POWER SURVEY, FEDERAL POWER COMMISSION 
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Will the States Codperate 
in Motor Regulation? 


Or will the entire control of interstate highway transpor- 
tation have to be assumed by the national government? 


Tuis is one of the most troublesome problems which legislators, state and national, 

will soon have to solve. The author points out the urgent need of codperative state 

action if the states are to regulate efficiently together with the difficulties which must 

be overcome and reaches the conclusion that in view of these difficulties Federal 
regulation seems inevitable. 


By T. E. SHEARER 


HE widening scope of economic 
[siete has made it necessary 

for the national government to 
assume an increasing burden of regu- 
lation. There is, however, a limit be- 
yond which that extension must not 
be allowed to go. Such a limit is fixed 
by the necessity for insuring admin- 
istrative simplicity and efficiency. 

It will do no good to continue en- 
larging the duties of the national 
government and then find that we 
have so overburdened the administra- 
tive officers that it is impossible for 
them to function efficiently. No mat- 
ter how necessary regulation may 
seem, the purpose for which such 
regulation is designed will not be 
served by inefficiency ; and inefficiency 
follows in the wake of an over- 
burdened organization. In the inter- 
ests of eliminating delays and avoid- 
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ing bureaucratic red-tape, national 
regulation, except when absolutely un- 
avoidable, should not be allowed to 
supersede state regulation. 

Keeping in mind this modernized 
version of the states’ rights argument, 
the conclusion is still unavoidable that 
there are some problems which seem 
to demand nationalized control. Mo- 
tor truck and bus transportation is 
one of those problems. 


HE possibility that Federal regu- 

lation may supplant state regula- 
tion in the motor transportation field 
is indicated by the statements of two 
men who have been close to the prob- 
lem. 


Either the states must remove the dis- 
crepancies existing in our motor vehicle 
laws, or the Federal government will do 


it for them. 


l1Lew Wallace, secretary of the National 
Association of Motor Vehicle Administrators. 
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Either the Federal government must take 
over the administration of motor vehicle 
laws or the states must codperate. If the 
states cannot harmonize their interests the 
Federal government will harmonize their 
interests for them.2 
It is everywhere admitted that mo- 

tor vehicle transportation is no longer 
a problem which can be solved by one 
state acting alone. In view of the 
rapidly increasing amount of inter- 
state business, independent regulation 
by each state is unsatisfactory. It is 
imperative that we have some control 
which will not subject the commercial 
vehicle to different regulations as it 
passes from state to state. Such uni- 
formity may be achieved by the as- 
sumption of Federal control or by the 
action of the states. If the states are 
to act, they must act codperatively. 
Can we expect such coéperation? 


Be attempting an answer to 


that question, it should be noted 
that the whole problem is much broad- 
er than that of devising a uniform 
system of motor vehicle regulation. 
The development of a satisfactory 
technique, here, may be useful in other 
fields. The ultimate solution for this 
problem will be indicative of the man- 
ner in which other interstate utility 
problems will be handled. 

Motor transportation represents an 
excellent place to begin in our efforts 
to forestall the overcrowding of the 
national government. Federal regu- 
lation, in a good many cases, has come 
after state regulations have broken 
down. Those who insist upon nation- 
al control are not always prompted 
by a desire to see the states deprived 
of their legitimate rights. National 
regulation is often proposed because 


2Henry W. Toll, executive director, The 
American Legislators’ Association. 
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of the absence of any satisfactory 
regulation. 

If the busses and trucks can be 
satisfactorily regulated by the states, 
there is every reason to believe that 
other problems can be left to them. 
On the other hand, if state regulation 
fails, the national government can be 
expected to assume control. Federal 
control may not be desirable, but in- 
adequate regulation by the states will 
make it inevitable. 


HAT chances are there, then, of 

securing codperative action by 
the states in the field of motor trans- 
portation? The results of a confer- 
ence held recently in Salt Lake City 
offer some encouragement. Author- 
ized delegates from eleven western 
states * were able to agree upon a set 
of regulations to be recommended to 
their respective state legislatures. 

This successful conference, of 
course, is only one step in the pro- 
cedure of achieving uniformity; but 
its significance is really appreciated 
when the Salt Lake City meeting is 
compared with a similar one held in 
Harrisburg, Pennsylvania, in October 
of last year. Seventeen states * were 
officially represented in the latter con- 
ference, and the delegates were unable 
to agree upon any specific recommen- 
dations. 

Though different results were 
achieved by the two conferences, both 
illustrate the tremendous problem 
which confronts those who would se- 


Idaho, 


8 Arizona, California, Colorado, 
Oregon, 


Montana, Nevada, New Mexico, 
Utah, Washington, Wyoming. 

#Connecticut, Delaware, Illinois, Indiana, 
Kentucky, Maine, Maryland, Massachusetts, 
Michigan, New Hampshire, New Jersey, New 
York, Ohio, Pennsylvania, Rhode Island, 
Virginia, West Virginia. 
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cure uniformity in regulation through 
codperative state action. Success is 
not impossible, as has been indicated 
by the Salt Lake City conference, but 
the earlier meeting bears witness to 
the fact that failure stalks every such 
attempt. 


B uT why should it be so difficult to 
secure this codperation? Why 
should it be so difficult to get eleven, 
or seventeen, or even forty-eight 
states to agree about the solution to 
a problem which all must acknowledge 
is a common one? 

In the first place, it is generally con- 
ceded that there is no hope of estab- 
lishing uniformity in matter of taxa- 
tion or registration or licensing of 
motor vehicles. That is not so im- 
portant anyhow. The thing which is 
needed most is to secure uniformity 
in regard to dimensional requirements 
and weights. The first conference was 
limited to those questions. The sec- 
ond made specific recommendations 
on only those matters. 

It is significant that, before these 
conferences met, three different uni- 
form codes had already been worked 
out by expert, scientific, and adminis- 
trative groups. Dimensions and 
weights were covered in each of the 
codes. The ground work, then, had 
been done. That the conferences were 
called at all is a recognition of the 


fact that the problem of achieving 
uniformity is primarily one of recon- 
ciling the differences that exist among 
the states. It is not a question of 
deciding what are the best regulations. 
A group of experts could more easily 
determine that question. Parentheti- 
cally, it may be observed that a set 
of uniform regulations as adopted by 
the states may be far from those 
which are most nearly suited to the 
needs of the situation. There is al- 
ways danger that uniformity may be 
achieved by a great deal of unscien- 
tific compromising, and at the expense 
of sound regulations. 


MONG the reasons why the states 
are unable to reach an agreement 
concerning the regulation of motor 
transportation, the lack of similarity 
in the states themselves is prominent. 
The population in each state varies, 
not only in size, but in concentration. 
The roads from state to state, though 
developing along uniform lines, have 
not yet reached any high degree of 
standardization. Some concrete illus- 
trations, perhaps, will make this prob- 
lem more apparent. 

New Jersey and New Hampshire 
have very close to the same number 
of miles of roads, but New Jersey 
has a population of over 4,000,000 to 
support that mileage through taxa- 
tion. New Hampshire, on the other 


e 


business, independent regulation by each state is unsatis- 


q “In view of the rapidly increasing amount of interstate 


factory. It is imperative that we have some control which 
will not subject the commercial vehicle to different regula- 


tions as it passes from state to state. 


Such uniformity 


may be achieved by the assumption of Federal control or 


by the action of the states.” 
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hand, with one tenth that population 
cannot afford to spend $48,000,000 on 
her roads as does New Jersey. The 
result is that, with a similar road mile- 
age, New Jersey has 9,000 miles of 
surfaced roads, while New Hampshire 
has only 3,000 miles. Considered in 
another way, New Jersey has a much 
larger percentage of her road mileage 
in such shape as will withstand the 
heavier truck and bus traffic. 

As another case: Maine, with a 
population of close to 800,000 has 
6,000 miles of surfaced roads, while 
Vermont, with a population of only 
350,000, has 5,000 miles of surfaced 
roads. 

Again: Illinois, with a population 
of 7,000,000, has a bus registration 
of 2,083, while Indiana’s population 
of less than 4,000,000 must provide 
roads for a bus registration totaling 
7,377. 


NOTHER physical factor is the 
absence of bridges with uniform 
clearance. The height of busses and 
trucks is one dimension concerning 
which it is desirable to have uniform- 
ity. This does necessitate, however, 
that bridges shall be constructed along 
uniform plans. At present there is an 
absence of complete uniformity. 
Further, the difference in the con- 
centration of the population from 
. State to state contributes to the com- 
plications of the problem. A state 
with a number of cities presents a 
different need, so far as weight and 
length of busses are concerned, than 
states with fewer and smaller cities. 
These illustrations point out only a 
few of the respects in which the states 
are unlike each other. They give 
only the faintest idea of the compli- 


cations which would attend any ef- 
forts to secure nation-wide uniform- 
ity through state action. They do 
indicate, at least, why it is difficult 
to get the states to act cooperatively. 


’ is clearly beyond the financial 
possibilities of some of the states 
to build roads which will handle the 
trucks and busses from neighboring 
states where there is ample money to 
build heavy duty roads. The difficul- 
ties though do not lessen the necessity 
for having such uniform regulations 
as will permit the unrestricted opera- 
tion of busses and trucks in interstate 
commerce. Otherwise, the state with 
the lowest maximum requirement fix- 
es the standard for all of the states. 
The increase in motor bus and truck 
traffic indicates the public demand for 
motor transportation facilities which 
are not subjected to arbitrary or con- 
fusing restrictions. Obviously, the 
demand for uniformity is not lessened 
by the difficulty in achieving it. 

These physical differences not only 
make it difficult to scientifically estab- 
lish uniform regulations; they com- 
plicate, also, the possibility of the 
states reaching an agreement. Uni- 
fied action demands a certain amount 
of compromising in adjusting the dif- 
ferences from state to state. This 
willingness to compromise is not al- 
ways present. 


D ELEGATES to a conference in 
which uniformity is to be con- 
sidered are apt to be overzealous in 
their efforts to prevent a border state, 
or more often a state some distance 
removed, from securing necessary 
concessions. Too often, the official 
delegate feels that he must take home 
to his constituents some evidence of 
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The States Must Act or the National 
Government Will 


“Mo disinterested persons are agreed that some system 
of unified control for commercial motor vehicles is neces- 
sary. The need is for the states to act, and to act codperatively. 
But such cooperative state action can never come unless each state 
is willing to act less selfishly. It will be better for the states to 
insist less vigorously on having their demands met, than to have 
the entire control of interstate motor transportation assumed by 
the national government.” 





his interest in his own state. Such a 
necessity often results in the showing 
of more fervor in insisting upon the 
states’ differences than the actual dif- 
ferences warrant. The delegate be- 
comes the champion of his own state’s 
interests as compared with the pub- 
lic’s interest in uniform regulations. 
A delegate who acts otherwise may 
precipitate an unfavorable reaction 
from his own constituents. 

All of this, of course, tends to fur- 
ther emphasize the physical differ- 
ences that actually do exist. And 
while it is conceivable that these di- 
verse physical elements might be mini- 
mized, the cooperative mental attitude 
necessary for such is often lacking. 


ne, the pressure of the 
private interests in this regulatory 
The 
railroads, the truck and bus manufac- 


problem must be recognized. 


turers, the highway builders, and the 
motor truck and bus operators repre- 
sent only a few of these conflicting 
interests. This conflict prompts a use 
of influence to prevent the adoption of 
a uniform code which is detrimental 
to any one of the interests. Obvious- 
ly, delegates from the various states 
are subject to this pressure. Further- 
more, the differences which already 
exist between the states, offer a peg 
upon which to hang their claims to 
injustice under a particular code. 
That is, a delegate, who is seeking 
some method of holding out for 
special consideration for his own state 
is apt to offer a very attentive ear to 
the private interest which poses an 
objection to the proposed code. 

The regional or national confer- 
ence, as a method of securing uniform 
action, is inadequate in many respects. 
If the delegates are administrative 
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officers and experts, they are often 
quite helpless when they return with 
a code to their legislatures. If the 
delegates are legislators they must 
necessarily waste a great deal of time 
in becoming familiar with the problem 
to be dealt with. And if both ad- 
ministrative and legislative representa- 
tives are invited, as was true of the 
Harrisburg and Salt Lake City con- 
ferences, the situation is not greatly 
improved. 


wo rather striking differences be- 

tween the two conferences al- 
ready held are significant. In the 
first place, the experience of the first 
meeting was valuable. Thus, the sec- 
ond conference excluded the lobbyists 
and private interests from participat- 
ing. That undoubtedly speeded the 
work of the delegates. Also, the mo- 
tor vehicle registration figures for the 
two groups should be noted. 

The delegates to the Harrisburg 
conference represented states in which 
registration figures include roughly 
13,340,000 trucks and busses. That 
indicates how much pressure was ap- 
plied, especially when that figure is 
compared with the registration totals 
for the second meeting where the dele- 
gates represented states having only 
3,679,000 busses and trucks. Com- 
paratively speaking, the Harrisburg 
_ meeting was a colossal failure while 
the other was a moderate success. 
Certainly, if conferences represent the 
proper method, a good many confer- 


ences are still necessary. 

Ei difficulty with conferences is 
that no delegate can bind his leg- 

islature to act later. The most that 

he could do would be to express a per- 

sonal opinion as to what the legisla- 
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ture would approve. A conference 
made up of such delegations is lacking 
in authority. The essential feeling of 
responsibility is absent. Any delegate 
hesitates to assume responsibility for 
regulations which are not in accord 
with those in his own state. He must 
later defend the uniform code before 
his legislature. He would, therefore, 
hesitate to defend, at a conference, 
policies which were not in accord with 
local needs. The political risks in- 
volved in such a situation require the 
delegate to demand the full measure 
of satisfaction for his own state. 

It must be noticed, also, that the 
taxpayer is vitally interested ; and tax- 
payers are voters. A delegate, who 
held an elective office at home, would 
hardly support a code which would 
increase the need for more expensive 
roads in his own state. This is es- 
pecially true if the heavier roads are 
necessary only to accommodate the 
larger vehicles from other states. The 
delegate to a conference, then, is not 
apt to be judged at home by his co- 
Operative spirit. He will be measured 
by his ability to secure concessions 
for his own state. This situation 
hardly makes for a willingness to 
assume responsibility at the confer- 
ence. It does not lead the delegate 
to consider the matters before the 
meeting in a cooperative or com- 
promising spirit. That spirit, never- 
theless, is absolutely essential if uni- 
formity is to be achieved. 
Ane factor, making for the 

inevitability of at least some 
Federal regulation, is the limitation 
upon the powers of the states. Con- 
trol over interstate busses and trucks 
by the states, of course, is limited to 
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matters affecting the safety of the 
people and the maintenance of the 
highways. Regulation of rates and 
services is a Federal power. The ne- 
cessity for Federal regulation in these 
respects makes uniformity in state 
regulations of questionable worth. 
. Even if the states could agree about 
matters of dimensions and weights of 
vehicles, regulation would remain in- 
complete without Federal control. 

While regional conferences ‘might 
serve as a beginning, the tendency to 
move goods and passengers across the 
whole continent is evidence of the 
need for a code approved by all of 
the states. The problems of interstate 
motor transportation can hardly be 
confined to a regional area. The need 
may be more acute between two 
neighboring states, but uniformity is 
desirable among all of the states. It 
would seem that a national conference 
should be called. Such a conference, 
though, would meet with no end of 
conflicting demands—so many de- 
mands, in fact, that little could be 
accomplished. 


HE problems confronting a con- 
ference represent only one of the 
impediments in the way of securing 
uniformity through state action. We 
have already shown how difficult it is 


e 


for a conference to reach an agree- 
ment, but, even if such an agreement 
should be reached, each of the state 
legislatures must approve of the code. 
The same questions which were raised 
in the conferences will be debated 
again in each of the states. The sig- 
nificance of that fact is emphasized 
if it is remembered that uniform 
codes have already been recommended 
by groups of experts, and affirmative 
action by the states on those codes 
has not yet been taken except in 
isolated instances. 

We could well expect that the pri- 
vate interests, having lost their battle 
before the conference, would continue 
their fights in the state legislatures. 
Surely, in some cases, they could ex- 
pect success. In that event uniform- 
ity would be lacking. 

Too, the necessary spirit of com- 
promise, even if existent at the con- 
ference, is not apt to be present as 
the state legislatures tackled the prob- 
lem. 


—_— proximity of voting taxpay- 
ers would certainly cause a good 
many legislatures to hesitate in agree- 
ing to a code which necessitated con- 
cessions to other states. The legisla- 
tors who did not attend the conference 
would probably prove obdurate re- 


of course, is limited to matters affecting the safety of the 


q “CONTROL over interstate busses and trucks by the states, 


people and the maintenance of the highways. 
of rates and services is a Federal power. 


Regulation 
The necessity 


for Federal regulation in these respects makes uniformity 
in state regulations of questionable worth. Even if the 
states could agree about matters of dimensions and weights 
of vehicles, regulation would remain incomplete without 


Federal control.” 
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garding the necessity for concessions 
and compromises. Amendments, in 
some of the states, would surely be 
added to the recommendations of the 
conference. 

The difficulty in securing state ac- 
tion of a uniform regulatory code is 
increased by the absence of party or- 
ganizations which cut across state 
lines. The delegate who spoke for 
his state at the conference might not 
represent the dominant party organ- 
ization in his own legislature. This 
would be particularly true if an elec- 
tion intervened between the confer- 
ence and the legislative session. The 
code, in that case, would be contested 
in the legislature on grounds far re- 
moved from its merits or defects. 

Adoption of an interstate bus and 
truck program by a conference (cer- 
tainly not an easy matter to accom- 
plish) is, therefore, no assurance of 
its subsequent approval by the various 
states. In fact, the difficulty in se- 
curing favorable legislative action, af- 
ter recomendations by a conference, is 
the most striking impediment in the 
way of achieving uniformity in this 
or similar matters. 

It is for these reasons that the out- 
look for a uniform, state-adopted, 
regulatory code for the control of 
interstate busses and trucks does not 
seem especially promising. In view 
of these difficulties, Federal regulation 
seems inevitable. 


I 


T is significant that bills designed 

to give the national government 
control of interstate trucks and busses 
have been before Congress every ses- 
sion since 1925. Congress clearly has 
constitutional power over the subject. 
Whether that power will be exercised, 
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therefore, is only a question of ad- 
visability. 

The national government is spend- 
ing an increasingly larger amount of 
money for highway construction. 
This leads to an insistence that the 
agency which spends the money 
should more fully supervise its use. 
In any case, since the Federal govern- 
ment is directing the building of the 
highways, there is a need for uni- 
form specifications. Obviously, un- 
less the stress on the highways is ap- 
proximately the same from state to 
state, uniform specifications cannot be 
established. There is no need to build 
super highways unless they are to be 
subjected to heavy duty traffic. Too, 
the problem of national defense de- 
mands that the connecting highways 
conform to such specifications as will 
insure that they can stand the strain 


of war movements. 
,. erm there is a growing demand 
for coordination of all the trans- 
portation units. Such a demand is 
evidenced by the appointment of 
Commissioner Eastman as Coérdina- 
tor to investigate the problem. Ex- 
tensive plans for coérdination would 
make it advisable for the national 
government to assume control over 
bus and truck transportation. Cer- 
tainly any move to codrdinate the 
various units demands complete uni- 
formity in bus and truck regulation. 
The Coédrdinator is sympathetic 
with the movement for codperative 
state action and he has no intention 
of thrusting any unnecessary burdens 
upon the national government. At 
the same time he has been insistent 
in his demands for unified control of 
commercial motor vehicles moving in 
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interstate commerce. The reports 
which have been made by his division 
emphasize this need, and bills based 
upon those reports were introduced 
into the last Congress at the Codrdi- 
nator’s suggestion. Those bills, how- 
ever, did not fix the dimensional or 
weight requirements for vehicles in 
the hope that the states would be able 
to adopt some unified program. But 
the Codrdinator’s division has indicat- 
ed they would recommend national 
control over even that phase of the 
problem if the states were not able 
to agree in the very near future. 


HE pressure is getting stronger 

all of the time for some kind of 
control and if the states do not act, 
the national government will. Knowl- 
edge of that fact may have been one 
of the reasons why the delegates to 
the Salt Lake City conference were 
able to reach an agreement. 

If uniformity in bus and truck 
regulation could be accomplished by 
the states, or if there was a reason- 
able expectancy of such being accom- 
plished in the near future, Federal 
control should certainly be delayed un- 
til the states have had a further op- 
portunity to act. But even one suc- 
cessful conference leaves almost in- 
surmountable difficulties yet in the 
way of uniform state action. After 
all, only eleven states were represented 
in Salt Lake City and there is abso- 
lutely no assurance that the legisla- 
tures of even those eleven states will 


accept the program as recommended 
by the conference. 

The handling of this problem pro- 
vides an excellent illustration of one 
of the causes for the increased central- 
ization of regulatory control in the 
hands of the national government. 
The way out is not necessarily to elim- 
inate the regulation. Most disinter- 


ested persons are agreed that some 
system of unified control for com- 
mercial motor vehicles is necessary. 


_ need is for the states to act, 
and to act codperatively. But 
such codperative state action can never 
come unless each state is willing to 
act less selfishly. It will be better 
for the states to insist less vigorously 
on having their demands met, than 
to have the entire control of interstate 
motor transportation assumed by the 
national government. And what is 
true of this one regulatory problem is 
equally true of many others. 

Furthermore, the individual citizens 
and legislators cannot very well ignore 
the additional powers which have 
already been assumed by the national 
government. There is a point of di- 
minish-returns for administrative or- 
ganizations that cannot be avoided. 
One way to prevent an overstepping 
of the legitimate bounds of national 
control is to insist upon unified regu- 
lation through cooperative action by 
the states. Control of motor trucks 
and busses is one very good place to 
begin. 





“For this country, with the highest standard of living of any other, 
to jeopardize that standard by abandoning the institution of private 


property would be the sheerest folly. 


No such folly is contemplated 


by any responsible administration member.” 


—Sam Raysurn, 
U. S. Representative from Texas. 
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—MonTAIGNE 
“America is the last stronghold of a free people.” 


* 


“There is little that is new or novel in the entire 
(New Deal) program.” 


* 


“No one ever lost money underestimating the in- 
telligence of the American public.” 


> 


“The savings of many people are invested in industry 
and they are entitled to expect the maintenance of 
profits.” 

oa 


“All the legislation in the world will not discourage 
the invincible optimism that somehow we can get some- 
thing for nothing.” 


“In New Jersey the taxation cost per kilowatt hour 
of electricity generated is now higher than the cost of 
generating the same unit.” 


¥ 


“We cannot preserve the Constitution of the United 
States as a charter of political freedom by construing 
it as a charter of economic lawlessness.” 


> 


“We have learned that it is for the economic benefit 
of the whole country for all divisions of it to be prosper- 
ous; that discrimination against a section, a race, a 
religion, or an occupation is harmful to the people as 
a whole and disturbing to any attempts to work out 
a balanced economy.” 


> 


“If the business of producing and distributing electric 
power had been usurped by the national and state gov- 
ernments as recently as the beginning of the present 
century, people today would be paying several times 
as much for their services of light and power as they 
are now charged by the companies engaged in that 
kind of business.” 
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OUT OF 


THE 


Lesson in Utility Regulation 


HAVE read with interest your article in the 
October 11th Puszic Urirries -Fort- 
NIGHTLY, entitled “Lesson in Utility Regula- 
tion.” I notice that, on page 449, you say that 
“transportation for hire must grapple with 
the fact that there is an alternative source of 
supply with which transportation concerns 
must compete but which cannot be brought 
under rate control or common-carrier re- 
sponsibilities.” This means, of course, that 
the railroads have to compete with the trucks, 
which latter cannot be regulated as to rates. 
Regardless of what might be said on one 
side or the other as to the wisdom of the pol- 
icy of thus regulating the trucks, will you be 
kind enough to tell me why you so conclu- 
sively state that it cannot be done? To do it 
is supposedly a part of the Roosevelt trans- 
portation program soon to be announced; it 
is favored by the Coédrdinator of Transporta- 
tion, Mr. Eastman, who has a bill for putting 
the idea into law; and it is favored by most 
students of transportation, including many 
motor truck operators. Are they all (includ- 
ing myself) advocating something that is 
impossible? If so, why? 
—Henry A. PALMER, 
Editor and Manager 
The Traffic World. 
Chicago, Ill. 


* 


Dr. Pegrum’s Answer 
g 


HE above letter has raised the question of 

regulating means of transportation other 
than the railroad. Perhaps the difficulty can 
best be dealt with by quoting, at some length, 
the section from which this excerpt was taken 
in order to give the context: 

In 1920 the railroad constituted a virtual 
monopoly of inland transportation. In 
1934 there are six agencies of such impor- 
tance that each has its specific place in our 
transportation structure. This revolution- 
ary change is largely the fruition of the 
accumulation of innumerable technological 
changes in industry in general and in 
transportation in particular. 

Not only has this resulted in a surfeit of 
transportation facilities and in the develop- 
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ment of highly specialized agencies which 
have permanently removed traffic from the 
railroads, as for example pipe-line trans- 
portation of petroleum; but, in addition, 
the power unit has been broken down in 
such a way as to make possible the acquisi- 
tion of efficient and flexible transportation 
units without large-scale production or the 
assumption of common-carrier obligations. 
Thus, the private automobile has disrupted 
the entire passenger business while the 
motor truck has presented enterprise with 
a type of carrier that is beyond the con- 
trol of present regulation. 

_ This situation is of supreme importance 
in public policy because, from now on, 
transportation for hire must grapple with 
the fact that there is an alternative source 
of supply with which transportation con- 
cerns must compete but which cannot be 
brought under rate or common-carrier re- 
sponsibilities. 


T is quite true that the Roosevelt adminis- 

tration has gone on record in favor of 
regulation of motor carriers, that Codrdi- 
nator Eastman has plans to that end, and that 
students, almost unanimously, favor regula- 
tion for motor carriers. I am one of those 
who favor such regulation and I do not be- 
lieve that the above passage, nor the article 
from which it is taken, indicates the contrary. 
There seems to be no reason why common 
carriers by motor cannot be regulated suc- 
cessfully, and the sooner we do it, the better. 
Furthermore, regulation of the contract car- 
rier is desirable and, within limits, may prove 
feasible. It seems reasonable to believe, in 
the light of experience and the nature of the 
problem, that satisfactory control will not be 
achieved with one stroke of the pen. The 
contract carrier offers an especially knotty 
problem. In the meantime, the railroads have 
to grapple with the difficulties of widespread 
readjustment under conditions of inequitable 
regulation. California has done considerable 
in motor-carrier regulation, but the commis- 
sion is still baffled by many problems offered 
by the “carrier for hire.” 

Unfortunately, this is not all of the story. 
The privately owned passenger automobile 
has played havoc with both railroad and 
street railway traffic. On the Pacific coast 
the steamship lines have been seriously af- 
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fected too, and in the past two years have 
offered rates for passengers and cars, to the 
Pacific Northwest, designed to make it more 
atractive to ride by boat than to drive a 
car. The traffic has not proved to be par- 
ticularly remunerative but how can we regu- 
late these private cars in such a way as to 
eliminate this competition or even bring it 
under control? 

On the commercial side the use of owner- 
operated vehicles, not for hire, presents a 
similar problem. The movement of petrole- 
um products by company-owned trucks, solely 
for the company, is a case in point, and the 
transportation of farm products by farmers 
in their own trucks is another example. The 
control of these agencies will puzzle regula- 
tory authorities for years to come, even 
though taxation be more equitably adjusted. 

Thus, the situation presents three prob- 
lems: first, the disrupting influence on estab- 
lished agencies during the period in which 
a way out is being sought; second, the solu- 
tion of the problem of those agencies which 
can be controlled; third, the adjustments nec- 
essary to meet the competition of those agen- 
cies not amenable to control. 


T was the intent of the discussion to em- 
phasize the necessity of foreseeing these 
contingencies and of being prepared to meet 
them. Public utilities should grasp this right 
now. An illustration of this necessity may 
be cited. The writer is personally acquaint- 
ed with a project designed to build Diesel 
motors for pumping irrigation water for 
orange groves. The project is well advanced 
and according to present plans the motor can 
be purchased and operated by the farmer at a 
cost which will be approximately one third 
of that now paid for electric pumping power. 
Thus, there is a very real threat to utilities 
from this source and it is difficult to see 
how this competition could be controlled. 
Our economic activity is replete with exam- 
ples of alternative sources of supply, the use 
of which upsets established industries and 
successful regulatory and managerial policies 
must take cognizance of this fact. 
—Duoptey F. Pecrum, 
Los Angeles, Cal. 


Gas Rate Practice 


HE article “Should Gas Rate Practice 

Be Overhauled?” under “What Others 
Think” in your October 25th issue was of 
particular interest to the writer as North- 
western Utilities, Limited, in Edmonton, 
Alberta, has just put into effect a set of 
three-rate schedules for natural gas which 
meet most of the suggestions of this article. 
These schedules were put in to meet ex- 


traordinary competition, not of electricity for 
cooking and other “convenience” uses, but of 
coal for space heating. They are “optional,” 
the “service charge” not being concealed in 
any way. 

The Domestic Rate is “three part” with 
straight-line commodity charge, the cubic 
feet of heated space being taken as a meas- 
ure of “demand.” A “Special High Load 


Factor Rate” is also three part but with 
block commodity charge, the “twelve-hour 
demand” being estimated by the company or 
measured by recording meter, at the cus- 
The “Commercial Rate” is 
straight-line commodity 


tomer’s option. 
“two part” with 
charge. 

As these schedules may be of interest we 
attach copies. In considering them it must 
be kept in mind that 70 per cent of the com- 
pany’s annual revenue is from space heating 
by boilers and furnaces, and that cooking, 
hot water heating, and similar “convenience” 
use of gas is not the major source of revenue. 
Electricity is not a serious competitor, but 
coal, which is mined locally, is a serious 
competitor for space heating and large in- 
dustrial business. 

The difficulty in evolving a three-part rate 
for commercial purposes was the preponder- 
ance of space-heating load in buildings vary- 
ing from the size of a small residence to large 
office, apartment buildings, and warehouses, 
which buildings may be heated to widely dif- 
ferent temperatures. It was, therefore, de- 
cided in this case to adopt a two-part rate 
with the “service charge” based on the an- 
nual consumption. 


HESE rate schedules have been successful 
in meeting coal competition in a district 
where semi-bituminous coal sells for $3.75 
per ton delivered for domestic purposes, and 
as low as $1.75 per ton for large industrial 
and commercial purposes using “iron fire- 
man” or similar types of stokers. No seri- 
ous difficulty was met in having such rates 
approved by a city engineer or public utili- 
ties board who were already familiar with 

similar types of rates for electric service. 
An important advantage of these service 
or fixed charge rates is the equalizing of cus- 
tomers’ bills over the year. The average 
domestic customer’s bills under the old block 
rate ranged from $1.50 per month during 
summer months when no space heating was 
necessary, to $20 per month during cold win- 
ter months. Under the new rates these 
monthly bills will average $3 and $14 per 
month. The advantage to both customer and 
company of this equalizing of bills is obvi- 

ous. 

—E. W. Bowness, 

Vice President, 
Dominion Gas and Electric 
Company, Calgary, Alta. 
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What Others Think 





Echoes from the New York Power 
Authority Report 


N° MORE controversial document 
was ever released in the field of 
public utility regulation than the New 
York State Power Authority report on 
distribution costs. Although it ‘is a 
state document, the survey upon which 
it is based was directed by Franklin D. 
Roosevelt while he was yet governor of 
New York. Accordingly, three years 
later, the chairman of the State Author- 
ity, Frank P. Walsh, felt that it was 
proper that the result of the survey 
should be reported to Franklin D. 
Roosevelt, now President of the United 
States, as well as to the present Em- 
pire state governor, Herbert H. Leh- 
man. Thus news of the report was 
released by the President and, with the 
White House as a sounding board, it 
received national publicity which it 
probably would otherwise not have at- 
tained as an ordinary state report. 

By coincidence, the report was re- 
leased at Washington, D. C., Novem- 
ber 12th, during the national conven- 
tion of state commissioners, being held 
in that city. Needless to say, the ef- 
fect upon the state commissioners thus 
assembled was emphasized. One regu- 
latory official publicly stated, “Every 
one of you commissioners will have to 
consider it (the report) when you get 
home ; it indicates that a general 24 per 
cent reduction in electric rates is in or- 
der.” A member of a Northwestern 
commission attending the convention is 
reported as having said, “If this report 
is true, then state regulation is a fail- 
ure and government regulation is the 
only alternative.” The attorney for a 
Southwestern commission announced 
his intention of studying the possibility 
of an electric rate reduction based upon 
the report’s findings as soon as he got 
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back home. Later on in November 
the Pennsylvania commission issued a 
statement calling attention to the fact 
that electric rates in the Keystone state 
were shown by census figures to aver- 
age 5.9 cents per kilowatt hour, as com- 
pared with the national average of 5.6 
per cent. The New York State Power 
Authority’s report was reported as hav- 
ing some influence on the commission’s 
dissatisfaction with electric rate “dis- 
crimination” against Pennsylvania. 


i ready been too widely discussed to 
warrant much further review. In gen- 
eral, it sets up a method or formula for 
establishing the reasonable cost of dis- 
tributing electric energy which may be 
applied to any class of consumers in 
any given area. The study, based on 
properties in thirty-three communities 
in nine states, with special emphasis on 
those in New York state, concluded 
that a domestic rate of 3.5 cents per 
kilowatt hour was sufficient to meet all 
expenses, including taxes and interest, 
retire the capital cost of the project, 
and earn a return of 6 per cent on use- 
ful investment. Municipal systems, it 
was held, could be operated on a 3-cent 
rate. Both figures assumed the pre- 
vailing load conditions and indicated 
even lower rates in proportion to an in- 
crease in per customer consumption. 

Generating and transmission costs 
for electricity have long been fairly 
closely estimated, but the New York 
State Power Authority insisted that 
distribution costs have remained some- 
what of a mystery—at least until its 
own survey was made. (The Federal 
Power Commission has now under 
progress a national survey of electrical 


HE substance of the report has al- 
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distribution costs.) If the formula en- assigned to each item to arrive at their 
dorsed by the State Authority were to value. The theory would be to aban- 
find widespread acceptance by the com- don the drawn-out process now fol- 
missions, the entire procedure of rate lowed by state commissions whereby 
making would be revamped. Hence individual properties must be appraised 
the importance of the report to the in each rate case, and to substitute 
state commissions. Some comparative standard estimates of distribution costs, 
cost estimates to those reviewed in the such as suggested in the Authority re- 
report were made by Standard Trade port. Utility companies would have 
and Securities. These figures were increasing difficulty in opposing valua- 
taken from engineering studies by tions made by this method, irrespective 
Marshall and Snow, officers of the De- of their capitalization, since the “bur- 
troit Edison Company; Major Clayton den of proof,” so to speak, would then 
W. Pike, Philadelphia consulting en- be upon them to show how and why 
gineer ; Constantine Barry and Hudson the value of their particular properties 
Reed, of Philadelphia Electric Compa- should be any greater than the “stand- 
ny; reports submitted by the Niagara- ard.” 

Hudson Power Company and the Los Advocates of the New Deal power 
Angeles Bureau of Power and Light. policies hailed the report as something 
The table as shown below is how the of a Magna Charta for the hard-pressed 
Standard Trade and Securities figures electric consumers. Said ex-Brains 
compare with the findings of the New Truster Raymond Moley’s magazine 
York State Power Authority. Today: 


To method by which the Author- The Power Authority’s survey will be 


i i i i a extremely valuable when read in conjunc- 
ity obtained its conclusions fol Sor Gu Ge sates Ges ee deat oF 


lowed roughly the “prudent investment tricity to the consumer throughout the 


theory” which, incidentally, is gaining United States that is being assembled by 
wider acceptance in current rate proce- the Federal Power Commission. What- 
dure. A physical inventory of numer- ever alterations in its exact calculations 

di but : d may be thought necessary, the Power Au- 
ous distributing properties was under- thority has brought out strongly the facts 
taken and reasonable unit costs were that the great potential saving in the cost 


e 


INVESTMENT AND OPERATING COSTS OF DISTRIBUTION* 


(Residential Electric Service) (1930 Average Consumption) 
A B Cc D 
Investigator Investment Fixed ration, Tot. Annual Kw. Hr. Kw. Hr. Rate 
or Tr charge maintenance cost per cost 550 gen. 
Operator customer at 123% percustomer customer’ kw. hours exp. 
Marshall & Snow zi $7.13 $11.50 3 1.25¢ 
Clayton W. Pike .. oes .00 6.88 6.65 53 . 1.25 
Constantine Barry . on 2 12.99 10.07 r i 1.25 
Hudson Reed 67.52 8.44 13.80 ; i 1.25 
Niagara-Hudson Power Co. .. . 5.30 15.35 \ 1.25 
Los Angeles : 6.70 6.95 u ‘ 1.25 


Average $63. $7.91 $10.72 | : : 1.25¢ 
New York Power Authority .... 11.5% ba wea 1.00¢ 





*Source of Data—Natural Resources Production Department, Chamber of Commerce of the United States, 
Washington, D 


Nores 

A. Investment per customer (corresponding to C. Operation and maintenance per customer finds 
“useful fixed capital’? of the Power Authority Re- no corresponding item in the Power Authority Report, 
port) was arrived at by physical appraisal. save that all “overhead” is lumped together by them 

B. Fixed charges of 124% were set up for all, in the generating cost of 1¢ per kw. hr., whereas this 
this includes: Interest, 7%; Depreciation, 3%; ‘cSt averages over l¢ per kw. hr. in these studies. 
Taxes and Insurance, 28%. It will be noted that D. Kilowatt-hour generating expenses of 1%¢ has 
these costs closely correspond to the allowance in been uniformly applied and although not including 
the Power Authority Report, when their establish- overhead expenses (see note C above) does allow 
ment of a 6% return is taken into account. for line loss in distribution of 15%. 
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of electricity to the small consumer lies in 
a lower charge for distribution, and that 
substantially lower charges for distribu- 
tion can be brought about without injury 
to utility operating companies with legiti- 
mate capital structures. To force such 
lowering of rates, public bodies must have 
full power to transmit and distribute elec- 
tricity. The “yardstick” must extend from 


are alleged to be possible to change here 
now. 

Now these are obviously trying times, 
and it would be very unwise for anyone to 
think that all wisdom dwells in the past. 
I think it is very unwise for anyone not to 
try to codperate in every way with the 
national government, with the state govern- 
ment, with the city government, but in that 


coéperation I can’t believe it serves the 
public interest to make that codperation not 
according to facts and not according to the 
supreme law of the land. 


the generating plant to the ultimate consum- 
er; otherwise it cannot be a “yardstick.” 


a, the Scripps-Howard press 
rejoiced editorially in part as fol- 
lows : Re a somewhat unexpected quart- 
The New York State Power Authority er there also came a rather critical 
report reveals the disparity between what reaction to the Authority’s report. 
— rates are and what they should be. iaving labored some years to keep util- 
so for the first time a public agency has_ - : ae 
worked out a formula by which the cost to ity rates in New York state within rea- 
private companies of distributing electric son, Chairman Milo R. Maltbie of the 
power can be ascertained for the public. New York Public Service Commission 
apparently did not relish the insinua- 
tion that rate regulation in New York 
has been too lax. However, he was 
willing to be convinced if the evidence 
would stand analysis. Accordingly, 
Chairman Maltbie called upon the New 
York Power Authority to submit in the 
form of sworn testimony the informa- 
tion upon which the Authority based 
its report that substantial cuts in elec- 
tric rates throughout the state are war- 
ranted. Chairman Maltbie’s letter said 
in part: 


Excessive rates, the Authority estimates, 
take $33,000,000 a year from the pockets of 
New York’s domestic consumers and $29,- 
000,000 a year from retail commercial 
houses. The proposed state-owned St. 
Lawrence power project, it says, would es- 
tablish a yardstick for rates and save com- 
mercial and residential power users within 
transmission distance approximately $181,- 

,000 annually. Nor need the companies 
lose profits, it says, since lower rates would 
stimulate the use of electricity. . 

These developments, bulwarked by ‘the 
apparently successful government experi- 
ment in the Tennessee valley, should serve 
as hints to the power industry that the 
people intend to get cheaper electricity. 


On the other hand, Floyd L. Carlisle, 
chairman of the board of trustees of 
the Consolidated Gas Company of New 
York, pointed out that if the sugges- 
tions of the New York Power Author- 
ity report were put into effect immedi- commission, in the manner provided for by 
ately, it would require not only the law, such information as your body has 

y f d f d available relative to the rates now being 
passing ot common and preterre charged in any area served by the West- 
stock dividends of the Consolidated chester Lighting Company and in that 
Gas Company, but would not produce served by the Bronx Gas and Electric 
sufficient income, after payment of Company. 
wages and taxes, to meet full interest 
on the company’s bonds. Addressing 
a gathering on the occasion of the 50th 
anniversary of the company, Mr. Car- 
lisle said in part: 

Our rates for twenty-seven years have 

been subjected to the regulation of the state 
of New York. The highest court in the 


land, the U. S. Supreme Court, has passed 
at different times upon all the factors that 


It appears that the engineers employed 
by you at state expense have made a study 
of distribution costs in White Plains and 


New York city. They must have many 
facts to support the conclusion stated in 
your report that substantial reductions in 
electric rates are warranted. Hence, we 
request that your engineers submit to this 


Chairman Maltbie went on to remind 
the Authority that consumers in New 
York state are now paying $20,000,000 
a year less for electricity than in 1930, 
because of rate cuts ordered by the 
commission. (Counting rate cuts or- 
dered by the commission but tied up 
in court proceedings, the reductions 
would amount to $30,000,000.) 
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Surprising as Chairman Maltbie’s ac- 
tion may have been to some, the reac- 
tion of Chairman Walsh was even 
more surprising. Not only did the lat- 
ter refuse to comply with Chairman 
Maltbie’s request, but his 19-page let- 
ter contained an open attack upon the 
effectiveness of commission regulation 
in New York. He declared it to be the 
unanimous decision of the trustees of 
the Authority that it would be a distinct 
“disservice” to consumers to comply 
with the commission’s request for 
sworn testimony by Authority engi- 
neers. Chairman Walsh held that com- 
pliance would constitute a violation of 
the spirit of the Power Authority Law 
and would give the private power in- 
terests an “unconscionable advantage,” 
in bargaining for St. Lawrence power 
and would “prolong if not perpetu- 
ate” the “excessive” rates now being 
charged. 

The Authority was making every ef- 
fort, Chairman Walsh said, to avoid 
“complicated futilities of regulatory 
procedure” and did not intend to be- 
come involved in the “confusions and 
intricacies of rate cases based upon 
practices which our law specifically 
forbids us to follow.” He added that 
the Authority’s report was prepared 
with the sole view of serving as a basis 
for entering into contracts for the sale 
of St. Lawrence power and was not in- 
tended to be applicable to existing con- 
ditions. He revealed that the Author- 
ity was already engaged in contractual 
negotiations with the only private com- 
pany available (under the existing law) 
as a potential purchaser of St. Law- 
rence power. 

He concluded : 

The Power Authority is charged with 
the duty of making effective the force of 
potential public competition, not with regu- 
lation in the old-fashioned sense. 

It is our view that, without the incentive 
provided by a public yardstick on rates, the 
private companies will continue to collect 
rates grossly in excess of the cost of serv- 
ice. 

The people of the state are determined to 
break out of the vicious circle which main- 


tains rates materially above those prevail- 
ing where public competition is effective. 
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| german reaction to this inter- 
change of correspondence ap- 
peared to give Chairman Maltbie the 
edge in the argument. A somewhat 
satirical analysis by the New York 
Times, in part as follows, was typical 
of this criticism: 


Mr. Walsh has now refused on the 
ground that it would be a disservice to 
consumers and would give an “unconscion- 
able advantage” to the private companies 
with whom the Authority hopes sooner or 
later to negotiate for the distribution of 
river power. 

Neither of these excuses will. hold water. 
If the Authority actually has evidence that 
existing rates are exorbitant, the longer it 
withholds that evidence the greater the 
“disservice” to the consumer. Supposing 
that the treaty with Canada again fails of 
ratification next winter, and that the de- 
velopment of the river is indefinitely post- 
poned. Must the victims of the mischiev- 
ous charges for electricity of which the 
Authority complains wait indefinitely for 
the redress which the public service com- 
mission is in a position to give them the 
moment the Authority brings forward its 
proof? What right has it to withhold evi- 
dence of this kind from the commission? 
And how could its disclosure play into the 
hands of the utilities? If they are half as 
clever as Mr. Walsh makes them out to 
be, they must have known the facts he has 
now assembled before he began to delve in- 
to them. 

When the Power Authority was first 
established and given exclusive authority 
over the distribution of St. Lawrence pow- 
er, fear was expressed that such broad 
powers would ultimately bring it into con- 
flict with the public service commission. 
A municipality which chooses to go into 
the business of manufacturing its own light 
and power must submit to the supervision 
of the commission, but not the Authority. 
Mr. Walsh apparently intends to emphasize 
its independence. Rather than respond to 
the request of the commission for informa- 
tion, he is willing to be left in the position 
of a man who has made public charges of 
wrongdoing and then refuses to let them be 
investigated. 


‘_ Wall Street Journal, more vig- 
orously critical, saw in Chairman 
Walsh’s refusal a warning that the 
New York Power Authority was al- 
ready laying plans to seek a revision of 
the present statute (which requires the 
Authority to stand on its own financial 
feet) so that the Authority may finance 
a vast publicly owned and operated 
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such a probe by competent authority, the 
Authority’s chairman offers reasons which 
are on their face of no persuasive value. 
It is simply ridiculous to suppose that 
“public interest” could be in any conceiv- 


power project on the credit of the 
state’s taxpayers. It concluded edi- 
torially : 

If the people of the state of New York 


want to embark upon a “TVA experiment” 
and are willing to pay the price for it, well 
and good. That is their privilege. But be- 
fore they are propagandized into such an 
enterprise, they should be informed as to 
what they are undertaking and its probable 
cost. The prospectus that Chairman Walsh 
and his colleagues offer in the form of the 
Authority’s recent report on electric costs 
has all the flavor of a mining promoter’s 
circular. It calls loudly for a public prob- 
ing of the data and the assumptions upon 
which it is based. In refusing to permit 


able way prejudiced by such a probe. Pub- 
lic interest, in fact, requires it. Does 
Chairman Walsh really suppose that with- 
out this it will be accepted as a basis for 
anything, least of all for investment of 
money? 


Chairman Maltbie, himself, made a 


rather impressive reply to Chairman 
Walsh’s lengthy letter of refusal. Re- 
gretting that the Authority had seen fit 
to decline to submit the data requested, 
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and reminding that St. Lawrence elec- 
tricity, even in the event of its early ap- 
proval by the respective governments 
of the United States and Canada, 
would not be available for several 
years, Chairman Maltbie added: 


It seems to us that the electric consum- 
ers in the state of New York ought to have 
immediately the benefit of the data, the 
compilation of which has consumed several 
years and has cost a considerable sum, 
without waiting for a sible reduction in 
certain rates due to construction and 
operation of a gigantic project upon the St. 
Lawrence river. 

It has seemed to us that a codrdinate 
state body ought to be willing and even 
anxious to assist this commission in obtain- 
ing lower rates, which you assert are fully 
justified by the facts at your disposal. 
Ordinarily any state department having 
abundant evidence which would benefit the 
public, if used, is exceedingly anxious to 
make these facts public and to prove to the 
entire state the justification for the con- 
clusions which they have reached. We do 
not understand your reluctance to follow 
this course. 


Chairman Maltbie characterized as 
“entirely irrelevant to the simple re- 


quest we have made” the lengthy dis- 
cussion volunteered by Chairman 
Walsh on the relative merits of public 
regulation and public operations. He 
recalled that neither Governor Lehman 
nor his predecessor, Governor Roose- 
velt, had “cast regulation aside as 
worthless but undertook to strengthen 
it.” Chairman Maltbie concluded that 
it is inconceivable that the state with 
about 1,000 utility companies under its 
jurisdiction should scrap all attempts 
to regulate them and rely wholly upon 
the problematical development of the 
St. Lawrence as a means of controlling 
all electric light and power corpora- 
tions. 


A 


s might be gathered from the re- 
action to the original report, al- 


ready noted among state commissions 
from states far from possible contact 
with St. Lawrence power, the fact 
pointed out later by Chairman Walsh 
that the report was prepared solely 
with a view of entering into contracts 
for St. Lawrence power (and was not 
applicable, therefore, to existing condi- 
tions) was not generally appreciated at 
the time the report was made public. 
On the contrary, publicity concerning 
the report at the time of its release 
generally assumed that its findings of 
excessive distribution costs extended to 
prevailing operations of private com- 
panies, not only in New York state, but 
in Pennsylvania, New Jersey, and the 
New England states. Now that this 
impression has been shown to be inac- 
curate, perhaps other state commissions 
will be less confident of the report as 
an absolute guide for rate procedure in 
their own jurisdiction. 
—F. X. W. 
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“We frequently hear that business is all set to go now, if the President 
would give business a reassuring message. I wonder since when should 


the President of the United States be required to assure or guarantee 
any class of citizens a net profit, whether business, banking, farming, 


or what not.” 


—Jersse H. Jones, 


Chairman, Reconstruction Finance Corporation. 
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The March of Events 





Seeks Utilities’ Codperation 
with Power Program 


HE nation-wide “barrage of propaganda,” 

which is estimated to have cost the public 
utility industry between $25,000,000 and $30,- 
000,000 annually, has not only failed in its 
purpose, but has “solidified the support of 
the people” behind the President’s power pro- 
gram, Frank R. McNinch, Chairman of the 
Federal Power Commission, said recently in 
a radio talk. 

The people knew, he said, “that behind the 
smoke-screen of ‘poor widows and orphans’ 
stood their tearful and valiant defenders, 
those entrenched financiers, who have been 
reaping millions where they have not sown.” 

Referring to reports that the Edison Elec- 
tric Institute has employed Newton D. Baker, 
former Secretary of War, and James M. 
Beck, former constitutional authority in the 
House, to attack the validity of the Ten- 
nessee Valley Authority, McNinch said: 

“The legal right to pursue such course is 
beyond question. The wisdom of thus chal- 
lenging the combined judgment of the Con- 
gress and the chief executive, directed toward 
economic recovery and the permanent weal 
of our citizenship, may well be the subject of 
calm and patriotic consideration before deci- 
sion. 

“Recognizing, as I do, the great importance 
to our national welfare of a soundly based 
prosperity for the power industry, I indulge 
the hope that plans for obstruction may give 
way to measures of codperation, that attack 
may be abandoned for support of the govern- 
ment’s power program. 

“But, if attack is made, let it be understood 
that there will be no retreat by Federal 
forces.” 


Concludes “Propaganda” Report 


‘¥-- sixth and concluding instalment of the 

Federal Trade Commission’s report to 

the Senate “on the propaganda and publicity 

phase” of its 6-year investigation of electric 

= gas utilities was made public December 
th. 

This report summarizes earlier instalments 
which, according to the commission, “told 
of the objectives of the campaign propaganda 
and publicity activities through the press, 
among schools and educators, and through 
‘outside agencies,’ such as chambers of com- 
merce, women’s clubs, etc.” The report, the 
commission states, also includes the story of 


the utilities’ campaigns to defeat the Federal 
government’s Boulder dam and Muscle 
Shoals projects, and disparagement of the 
Ontario hydroelectric plant. Activities of 
utilities in campaigns to defeat local public 
ownership proposals also are discussed. 

“Losses to investors in utility securities, 
due to shrinkage in their market value fol- 
lowing the stock market crash of 1929,” the 
commission said, “are incalculable, but prob- 
ably amounted to billions of dollars.” 

The report comments on the large sale of 
utility securities in 1928 and 1929, stating 
that “in all this, the years of propaganda 
activity undoubtedly proved a powerful aid 
in having made the general public utility 
conscious.” The facts as to such issues and 
sales, the commission announced, will appear 
in a future report dealing with the financial 
phases of the investigation. 


Confer with President on TVA 


RESIDENT Roosevelt reviewed the govern- 

ent program for cheaper power recently 
in a conference with David E. Lilienthal, 
power director of the TVA, and C. E. Groes- 
beck, chairman of the board of the Electric 
Bond & Share Company, according to the 
Associated Press. 

The government’s plan to take over the 
Tennessee Public Service Company has been 
halted by litigation in which the Edison Elec- 
tric Institute is testing the constitutionality of 
the TVA. 

The White House conferees declined to 
comment on their discussion, but there was 
no doubt among the President’s aides that he 
is going forward with the campaign to bring 
about cheaper power. 

This is expected to mean that the govern- 
ment will stand ready to supply power at a 
cheaper rate, although welcoming private in- 
dustry to do the job itself. 


Norris Threatens Power Probe 


Geman George W. Norris (R.) of Nebras- 
ka recently accused the “power trust” of 
deliberately arousing fears among utilities’ 
investors in the hopes of sabotaging the ad- 
ministration’s huge declamation projects. He 
threatened a congressional inquiry. 

In an exclusive interview with the United 


Press, the silver-haired Nebraska liberal 
warned that Congress was in no mood to 
temporize with stubborn power interests and 
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that the nation-wide development project to 
which President Roosevelt is pledged will go 
forward. 


Communications Merger 
Argued 


re EASONABLE doubt” that a merging of 

telegraph and cable companies would 
be beneficial now was expressed before the 
Federal Communications Commission recently 
by J. C. Willever, first vice president of the 
Western Union Telegraph Company, accord- 
ing to the Associated Press. 

Previously, the Postal Telegraph-Cable 
Company through three of its officers and 
Sosthenes Behn, chairman of the board of 
the International Telephone and Telegraph 
Company, urged merger of telegraph com- 
panies as a move that would increase effi- 
ciency of service. 

The American Telephone and Telegraph 
Company believes that the commission should 
recommend to Congress that merger of tele- 
graph companies be permitted, C. P. Cooper, 
vice president of the company, told the com- 
mission. 

David Sarnoff, president of the Radio Cor- 
poraticn of America, emphasized that neither 
his co.ipany nor any of its subsidiaries was 
conterlating or had any agreements or com- 
mitments as to mergers. 

He suggested a change in the law “so that 
a proposed telegraph unification may be ap- 
proved and put into effect if, after searching 
examination, the government should find, 
through its regulatory body, that public inter- 
est would thereby be benefited.” 

K. M. Whitten, of Philadelphia, general 
organizer of the Commercial Telegraphers’ 
Union, vigorously attacked the proposal to 
merge the telegraph system, contending that 
“no one would benefit by such a merger ex- 
cept the financial interests,” according to the 
Philadelphia Record. 


Propose Huge Work Plan 


PLAN to use billions of dollars in a 
rounded national development of both 
land and water resources with an eye to meet- 
ing present urgent employment needs was dis- 
closed recently to be in the hands of Presi- 
dent Roosevelt, according to the Associated 
Press. c 
The program, calling for a minimum ex- 
penditure of $4,000,000,000 was drawn up dur- 
ing past months by experts who made an 
intensive study at the request of the Presi- 


dent. 

Although Mr. Roosevelt made clear that 
his program was not complete, and warned 
against guessing, some of those familiar with 
the plan drawn up said that it contemplates a 
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method of fitting about eleven of the nation’s 
waterways with development projects similar 
in some respects to that under way in the 
Tennessee valley. 


Questions Power Policy 


T= National Industrial Council, meeting 
in New York recently to chart a fair 
weather course for American business, heard 
a severe arraignment of the government’s en- 
trance into the electric power business, ac- 
cording to the Associated Press. 

Paul S. Clapp, vice president of the Colum- 
bia Gas & Electric Company, asserted that 
“the very opposite” of NRA objectives “is 
being followed by the Federal government in 
its present policy affecting electric power.” 
Coal Men Proffer Power Plan 
A NATIONAL recovery program predicated 

on the electrification of homes of 43,000,- 
000 farm residents has been forwarded to Sec- 
retary of Interior Ickes and was made public 
recently by George J. Leahy, chairman of the 
National Job Saving and Investment Protec- 
tion Bureau for the coal industry, according 
to The Washington (D. C.) Evening Star. 

Leahy said the plan proposed curtailment 
of Federal hydroelectric power developments 
and substitution of electrical development 
from present sources. 

The government plan, Leahy said, “will 
eventually cost more than $4,000,000,000, put 
more than 200,000 persons out of work, and 
electrify only a few hundred thousand farms 
over a long period of years.” 

The coal industry’s program, he said, 
“would put nearly 600,000 men in permanent 
jobs instead of eliminating 200,000 and would 
electrify 6,000,000 farms instead of a small 
number.” 

“We have recommended to Mr. Ickes,” 
Leahy said, “that a committee be appointed 
from representatives of the coal industry, rail- 
roads, utilities, and the Federal Public Works 
Administration to discuss the possibilities of 
such a gigantic program.” 


Nye Promises Gas Inquiry 
A SENATE investigation of natural gas com- 
panies has been promised by Senator 
Gerald P. Nye (R.) of North Dakota, who 
saw in such a move the means of saving mil- 
lions of dollars annually for consumers. 

The North Dakotan said that while electric 
light rates had been lowered as a result of 
public attention “the natural gas racket has 
grown to enormous proportions, fattening on 


the consumers’ dollar at rates which are ex- 
orbitant and cannot be justified.” 
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Acts to Seize French Plant 


HE Warsaw City President has filed an 
application for the sequestration of all 
properties belonging to the Warsaw Electric 
Company for the purpose of operating them 
as a municipal undertaking, according to the 
New York Herald Tribune. 
The company, which is French owned, has 
a monopolistic concession for supplying elec- 
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tricity for household and industrial purposes 
in the Warsaw district. It i is maintained that 
sequestration of the company’s properties will 
mean lower rates to consumers, besides giving 
the municipality a profitable utility undertak- 
ing 

Bettonian closely on the sequestration of 
French-owned textile mills, the present move 
is felt to have considerable political impor- 
tance, 


Arizona 


Ask Utility Investigation 


gee of the house of representatives 
of the special session of the state legis- 
lature recently passed a memorial asking for 
a Federal investigation of public utilities in 
Arizona, according to The El Paso Times. 
The bill asked the Federal Power Commis- 
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sion to investigate gas, water, and electric 
rates charged by public utilities in cities and 
towns throughout Arizona. 

The memorial was based on economical rea- 
sons stating there was no agency with the per- 
sonnel and power of the Federal Power Com- 
mission to go into the matter of obtaining 
authentic information on these charges. 


Arkansas 


Arkansas Valley Plan Proposed 


by ene D. D. Terry of Arkansas 
plans to propose to Congress the estab- 
lishment of an Arkansas Valley Authority 
similar to the government project in Ten- 
nessee, according to the Associated Press. 

The Mississippi Valley Association offered 
its codperation in efforts to create the pro- 

sed Authority, Terry said. 

His plan would provide flood control, pre- 
vent erosion, and develop power on the Ar- 
kansas and White rivers. Terry’s proposal is 
similar to that offered by Republican W. E 
Disney of Oklahoma, except that it would not 
emphasize .river navigation on the Arkansas 
as does the Oklahoman’s plan. 


Lower Rates Offered 


HE state fact finding tribunal was notified 
recently that the Marmaduke city coun- 
cil has accepted the reduced electric light rates 
offered that city by the Arkansas Utilities 
Company with the approval of the tribunal, 
according to the Arkansas Gazette. 
A similar schedule of reductions has been 
offered other cities and towns served by the 
company, including Helena, West Helena. 
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Marianna, and Paragould, but only Marma- 
duke has accepted the new schedule. 

The proposed reductions were offered by 
the company at the conclusion of a hearing 
held by the tribunal in Helena recently. The 
rate investigation was started last year, but 
the final hearing was delayed because of in- 
terruptions in the field investigation. 


Pipe-line Company Cited 


HE corporation commission recently cited 

the Arkansas-Louisiana Pipe Line Com- 
pany of Shreveport to explain why the com- 
pany did not file a schedule of rates for gas 
service outside municipalities, as ordered by 
the commission in July, 1933, according to the 
Arkansas Gazette. 

The citation also directed the company to 
show cause why it should not be considered 
a public utility and therefore subject to all 
state regulations governing utilities. 

Last July the commission issued an order 
requiring all utilities to file within fifteen 
days a schedule of rates and regulations. Re- 
cently the fact finding tribunal of the com- 
mission sought the file showing rates of the 
pipe line company and it was found they had 
not been filed. 
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California 


Water Rates Cut 10 Per Cent 


orE than 80,000 residential and other 

small water consumers of San Francis- 

co will get lower water bills as a result of the 

board of supervisors recently approving the 

10 per cent reduction order of the public util- 
ities commission. 

The monthly reduction for standard resi- 
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dential and small commercial service will 
range from 10 cents to 70 cents a month for 
the 80,000 consumers, or $1.20 to $8.40 per 
year. 

The new rates are effective December Ist, 
and will cut all water bills from $650,000 to 
$800,000, it is estimated. It is the first water 
= cut in more than thirty years, experts 
said. 


Connecticut 


Taylor Heads Commissioners 
¢ om Edwy L. Taylor of New Haven 
was elected chairman of the public utili- 
ties commission December 10th, according to 
The Hartford Courant. Colonel Taylor suc- 
ceeds the late Richard T. Higgins, who had 
served as chairman of the commission since 


it was organized in 1911. 
The new chairman was named a member of 


the commission in May, 1931, succeeding the 


late Commissioner C. C. Elwell, who was 
seriously ill at the time. 

Chairman Taylor is an engineer of long ex- 
perience in railroad work, a former instruc- 
tor in engineering, and a World War veteran. 

Recently, Alvan Waldo Hyde, well-known 
Hartford attorney and former commander of 
the First Company, Governor’s Foot Guard, 
was named a member of the commission by 
Governor Cross. Mr. Hyde was appointed 
for the remainder of the term of the late 
Commissioner Higgins. The appointment will 
expire with the rising of the next general 
assembly. 


Free Street Lights Offered 


|= Hartford Electric Light Company re- 
cently suggested the restoration to service 
by the city of Hartford of 691 large-sized 
street lamps, which have been discontinued 
temporarily, through a program by which the 
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municipality would-pay one sixth the cost and 
by which the company would restore the re- 
mainder of these lights to operation at no 
charge to the city for one year. The annual 


cost to the city would be $5,950. The compa- 
= gift would amount to substantially $30,- 


The plan of the company, according to The 
Hartford Courant, was set forth in a commu- 
nication which Mayor Beach received from 
Samuel Ferguson, president, who referred to 
an offer of increased service without charge 
to customers on a ratio of 5 to 1, and to the 
willingness of the company to inaugurate a 
similar plan affecting the maintenance of 
street lamps by the city government. 

Mayor Beach indicated the offer, which he 
termed “very liberal,” would be accepted. 


Municipal Plant Opposed 


IX a report submitted recently, a special com- 
mittee appointed by Mayor David L. Dunn 
of New Britain several months ago, disclosed 
that it was not favorable to the erection of a 
municipal light and power plant or the pur- 
chase of the local branch of the Connecticut 
Light and Power Company. 

The committee reported that there was no 
assurance that the city could provide service 
of equal dependability or at lower rates than 
now charged and it pointed out that the ex- 
penditure would be about $6,000,000 


Idaho 


Propose Power Project 


Aen has been started at Grange- 
ville to obtain Federal funds for diver- 
sion of the Salmon river, near Lucile, into the 
Snake river, to develop 165,000 horsepower 
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for production of electrical energy, according 
to a statement published in the Associated 
Press. 

The project would cost about $25,000,000, 
with power available at the diversion dam at 
1 cent a kilowatt hour. 
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Illinois 


City Plant Plays Santa Claus 


ARSHALL electric light users received 
their December bills from the munici- 
pally owned power and light plant—but they 


¥ 


were all marked, “Paid—Merry Christmas.” 

Officials of the plant said that income from 

the plant permitted the unusual Christmas 

eens, according to an item in the United 
ress. 


Kansas 


Gas Rates Reduced 


ome 300 rural natural gas users of south 
central Kansas will benefit from the lower 
rates filed with the state corporation commis- 
sion recently by the Cities Service Gas Com- 
pany and the Empire Gas and Oil Company, 
according to The Topeka State Journal. 
The new rates will place rural customers in 
the territory served by the Western Distrib- 
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uting Company, Cities Service subsidiary, on 
an even footing with city consumers in the 
same district. They are $1 for the first 1,000 
cubic feet, 50 cents a thousand for the next 
19,000, 40 cents a thousand for the next 80,- 
000, and 22 cents a thousand for all over 
100,000 cubic feet. 

The present rates are a flat 58 cents a thou- 
sand cubic feet, with a monthly service charge 
of 75 cents. 


Kentucky 


Accept PSC Phone Order 


Y agreement with the public service com- 

mission, three telephone companies oper- 
ating in Kentucky have agreed to accept with- 
out further hearing the commission’s recent 
order forbidding the companies to impose ex- 
tra charges for desk-set telephone equipment 
and limiting charges on hand-set telephone 
equipment. 

The commission had set December 4th for 
its hearing on the new rate schedule, to go 
into effect January lst, according to The 
Courier-Journal. The schedule provides that 
subscribers using hand-set equipment, com- 
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monly known as “French” telephones, shall 
pay an extra charge of 25 cents a month until 
$9 has been paid, after which no extra charge 
may be made. 

Louis Cox, secretary of the commission, 
said representatives of the Southern Bell Tel- 
ephone & Telegraph Company, Louisville, the 
Citizens Telephone Company, operating in 
Northern Kentucky, and the Christian-Todd 
Telephone Company, operating in Western 
Kentucky, came before the commission and 
accepted the new rate schedule. 

Approximately thirty other companies op- 
erating in the state requested additional time 
for the hearing. 


Louisiana 


Long Heads Utility Probe 


| fprmaponsenine 1 with Senator Huey P. Long 
as counsel have been ordered by the public 
service commission into the rates now being 
charged by the New Orleans Public Service 
Inc., the Baton Rouge Water Works Compa- 
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ny, and the Southern Bell Telephone and 
Telegraph Company. 

The commission recently elected Wade O. 
Martin of St. Martinville as chairman to 
succeed Harvey G. Fields, who resigned in 
order, he said at the time, to permit a rota- 
tion in the office. 
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Mississippi 


Campaigns for TVA Power 


T= Jackson city commission recently car- 
ried its fight for TVA power directly to 
the voters in a flood of pamphlets describing 
the extended rate controversy with the Mis- 
sissippi Power and Light Company and urg- 
ing support for a proposed $1,500,000 mort- 
gage bond issue to erect a municipal power 
plant and distribution system. 

The commission’s differences with the pow- 
er company date back six months when the 
city declined an offered 10 per cent rate re- 
duction as inadequate. The cgntroversy, ac- 
cording to The Times Picayune, was cli- 
maxed when the commission summarily or- 
dered reductions from 15 to 30 per cent and 


called a special election on the bond issue for 
January 19th. 

The reductions ordered by the commission, 
totaling approximately $168,000 annually, are 
scheduled to go into effect January 4th. How- 
ever, President Harvey C. Couch of the pow- 
er company has declared that his concern 

“cannot possibly” operate under the city’s pre- 
scribed rates, and indicated if a compromise 
was not effected the company would carry the 
controversy into the courts. Visions of a 
huge network of Mississippi cities with TVA 
power loomed recently when 21 upstate mu- 
nicipalities moved to petition for Federal pow- 
er. A similar movement is under way by a 
group of Central Mississippi and river cities, 
according to The Times Picayune. 


Nebraska 


New Nebraska Commissioner 


wz M. Maupin will succeed Charles A. 
Randall as a member of the railway 
commission early in January, according to 
Telephony. Mr. Maupin was elected to mem- 
bership in November. 

Mr. Randall, commission chairman, is vol- 
untarily retiring. Mr. Maupin is seventy 
years of age and twenty years ago was beaten 
by a smail majority for the same office to 
which he is now elected. Mr. Maupin will be 
the first poet ever elected to the commission. 


He has been engaged in newspaper work in 
the state for many years. 


Wahoo Cuts Light Rates 


Wen city officials passed an ordinance 
reducing electricity rates to as low as 2 
cents per kilowatt hour for consumers using 
100 kilowatt hours or more. 

Officials said the ordinance was designed 
to encourage greater use of electricity by com- 
mercial consumers. 


New York 


Wholesale Gas Rates Slashed 


HE Consolidated Gas Company and its 
affiliated companies in New York city and 
Westchester county have announced that with 
_ the approval of the public service commission 
they will put “improved and reduced rates for 
wholesale gas service into effect in December 
to apply to all bills for service to wholesale 
customers on and after December Ist” to meet 
competing fuels and halt a business decline. 
The revised schedule, according to the New 
York Herald Tribune, was not given in de- 
tailed figures, but it was said the bills of most 
of the wholesale customers would be decreased 
in an average amount of about $10.50 a 
month. The company expects to more than 


make up this loss in income in increased con- 
sumption. 


Reports on Utility Inquiry 


OHN E. Mack, chief counsel to the joint 
legislative committee investigating public 

utility companies, said recently that “the en- 
tire investigation is focused toward working 
out a plan for reducing rates of electricity, 
gas, and heat.” 

When the committee makes its preliminary 
report of February 15th; Mr. Mack indicated, 
it will have ready a plan aimed to bring about 
more prompt reductions in power and light 
rates than are possible under existing statutes. 
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Ohio 


Ordinance Cuts Gas Rates 


FTER weeks of debate the East Cleveland 

commission recently passed a new gas 
rate ordinance by a vote of 4 to 1, according 
to the Cleveland Plain Dealer. 

The measure provides for a rate of 55 
cents a thousand cubic feet for all gas up to 
* 11,000 cubic feet, and 56 cents a thousand cubic 
feet for everything over 11,000 cubic feet. 
The monthly minimum is set at 75 cents. 

The ordinance, retroactive to September 19, 
1934, will mean a saving of about $130,000 to 
East Cleveland gas consumers from the time 
aaa to the expiration date, January 1, 
1938. 


Gas Case Returned to PUC 
A court decision in the 10-year-old 
natural gas rate battle in Columbus was 
handed down, recently by the Ohio Supreme 


Court, but the rates now being collected will 
remain the same for months and possibly 


* 


years, according to the Columbus Evening 
Dispatch. 

The court has handed the case back to the 
utilities commission for another finding and 
ordered the commission to “fix a rate in ac- 
cordance with the opinion of the Supreme 
Court of the United States.” 

Meantitmne 60,498 consumers served by the 
Columbus Gas & Fuel Company will continue 
paying 55 cents while 23,629 consumers served 
by the Federal Gas & Fuel Company will 
continue paying 48 cents. 

Attorneys for the city claim the 48-cent rate 
still can be upheld in the courts while attor-. 
neys for the company are just as certain that 
the 55-cent rate will be upheld. 

The Ohio court’s decision was based on the 
U. S. Supreme Court’s ruling that unless an 
allowance be made for amortization of the 
gas company’s property, the company would 
be deprived of its property without due proc- 
ess of law. 

The law in Ohio does not require that such 
amortization be allowed, and to this extent 
conflicts with the U. S. statutes. 


Pennsylvania 


PSC Accepts Challenge 


HE public service commission recently 

took up the challenge of the Duquesne 
Light Company, of Pittsburgh, given when 
the company refused to make rate reductions, 
by starting formal proceedings against the 
utility to force it to reduce rates. 

The commission met the company’s refusal 
to slash rates with the flat declaration that it 
has in its possession information indicating 
that the utility’s rates, charges, and regula- 
tions are “unjust and unreasonable and pro- 
duce an excessive rate of return.” 

The commission’s action is in the form of 
an inquiry and investigation upon its own 
motion into the rates, charges, and regulations 
of the utility. The company was required to 
file an answer on or before December 20th, 
after which the commission will fix a date 
for the hearing. 

This is the first action to be started by the 
commission against those utilities which re- 
fused to meet its request of last October that 
they reduce rates or show conclusive proof 
why their rates should not be reduced. 

The Duquesne Light Company, in its reply, 
among other reasons, based its refusal to meet 
the commission’s request upon alleged in- 
creased expenses and taxes in 1934 which, it 
claimed, will amount to $2,071,000. 
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More Utilities Cut Rates 


| Hapa reductions for 110,000 customers were 
announced recently by the Philadelphia 
Electric Company, according to the Philadel- 
phia Record. 

The company estimates the annual saving 
to the affected users at $750,000. 

Users of electricity for household purposes 
exclusively are not affected. 

The changes are in charges for general 
light and power service, known as RLP, re- 
tail light and power rate. They will not be 
effective before January 5th, since the public 
service company law requires a lapse of 
thirty days between filing of the new rate and 
its effective date. 

A statement of the company pointed out 
that “any customer whose monthly use of 
electricity exceeds the amount allowed under 
the minimum bill established by the RLP rate 
will benefit by the changes.” 

William H. Taylor, president of the Phil- 
adelphia Electric Company, called the forth- 
coming reduction “a logical and consistent 
revision following the last major rate reduc- 
tion which the company made effective on 
March 2, 1933.” That and the new reduc- 
tions, he said, represent a total net decrease 
in rates of more than $1,600,000 a year. 

Another cut in rates by the Metropolitan 
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Edison Company, providing electric service in 
eastern counties, has been announced by the 
public service commission, according to The 
(Harrisburg) Evening News. The annual 
savings to customers are estimated at $130,- 
000, and the rates are effective January 3rd. 

Two weeks ago the company reduced do- 
mestic and commercial rates, estimated to 
amount to $472,000 in savings a year. That 
reduction and the one just announced fol- 
lowed informal conferences between the com- 
mission and company representatives. 

The Lackawanna Light Company, furnish- 
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ing service in Scranton, has joined other elec- 
tric companies that have voluntarily agreed 
to reduce rates as a result of the public servy- 
ice commission’s campaign to bring down 
rates. Reductions in domestic service will be 
effective January Ist, the company’s new rate 
schedule announced. A new rate for water 
heater service reduces the rate from 2 cents 
per kilowatt hour to one cent. 

The Erie Lighting Company and the Scran- 
ton Electric Company, both of which some- 
time ago agreed to reduce rates, have filed 
their new schedules, also effective January 1st. 


South Carolina 


Ickes to Enter Duke Suit 


T HE Public Works Administration has giv- 
en notice that it would go to the aid of 
Greenwood county in its fight against the 
Duke Power Company, according to the As- 
sociated Press. The Duke Company is seek- 
ing an injunction in Federal district court 
to halt construction of a publicly owned hy- 
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droelectric plant located on the Saluda river. 

Henry Hunt, general counsel for the 
PWA, said that “steps were being taken” to 
make Administrator Ickes a party in the ac- 
tion. 

Nearly $3,000,000 in PWA funds has been 
allotted to Greenwood county for the Saluda 
project and the Federal Power Commission 
has granted a construction license. 


West Virginia 


that an appeal to the courts may be made 
there to restrain the secretary of state from 
issuing his certificate of election on the basis 
of a state law requiring candidates filing for 
— office to possess qualifications for the 
office. 


Plans Utility Legislation 


usH D. Holt, 29-year-old senator-elect 

from West Virginia, who has said he is 
“going to demand Federal regulation of util- 
ities holding companies,” recently asserted 
that electric power interests were behind a 
move to have him barred from senate mem- 
bership because of his age, according to The 
Charleston Gazette. 

“The power people are very busy looking 
up precedents to keep me out of the senate,” 
said the under-senate-age Democrat, who rose 
to prominence in West Virginia through his 
fight in the legislature on utilities companies. 

“Power companies operating in West Vir- 
ginia are particularly active in the state, see- 
ing if something can’t be done to keep me 
out of the senate.” Holt said he planned to 
extend the utilities campaign into the national 
field when he gets in the senate. 

The minimum age set by the Constitution 
for membership in the senate is thirty years 
and Holt’s case has attracted widespread in- 
terest. It has been reported in West Virginia 
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Boost in Gas Rate Asked 


NCREASED gas rates in Huntington and 

Charleston were asked by the gas company 
recently in response to a request by the cities 
for a reduction, according to The Charleston 
Gazette. 

The companies are the United Fuel Gas and 
its subsidiary, the Huntington Development 
and Gas Company. 

They asked the public service commission 
to increase rates to provide “a fair and rea- 
sonable return” on their investments. 

The cities previously had requested reopen- 
ing of the long-battled United Gas Fuel gas 
rate case and reductions in the 29-cent a thou- 
sand cubic feet rate. 








The Latest Utility Rulings 





Rate Reduction Order under New Statute Is 
Suspended by New York Court 


A’ the last session of the New York 
state legislature a law was enacted 
authorizing the public service commis- 
sion to establish temporary rates on the 
basis of original cost less accrued de- 
preciation. A New York court has now 
restrained the enforcement of orders, 
entered pursuant to that law, pending 
judicial review of the orders. 

_Mr. Justice Staley of the supreme 
court in granting the stays did not de- 
cide upon the validity of the new law, 
which, he said, “comes into the picture 
for judicial consideration for the first 
time in a rate case,” but he did hold 
that the questions presented involved 
constitutional and property rights which 
could not be adequately protected unless 
the commission orders were suspended 
pending a final determination. He said 
in part: 

The effect of this statute upon the exer- 
cise of the rate-making functions, its effect 
upon the duty imposed and limitation fixed 
by other sections of the law, its adoption of 
original cost, actually established or esti- 
mated, less accrued depreciation, as such 
term has been interpreted by the commis- 
sion, as the sole measure of rate base for 
temporary rates to the exclusion of other 
elements of physical property value, used 
and useful in the service, is a substantial 


departure from the basis heretofore estab- 
lished and its exercise in this case presents 
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a substantial question and one that goes to 
the constitutional rights of the petitioner. 

The determination made herein for tem- 
porary rates is not upon any established 
original cost by the records and books of 
the company, but is rather upon an estimate 
of that cost made by the commission upon 
the evidence before it,—evidence as to re- 
production value, going value, and other ele- 
ments heretofore regarded as the essence of 
rate cases was not considered. 


As a condition of granting the stay, 
however, the company was required to 
file a bond guaranteeing a refund with 
interest of any excess charges ultimately 
found to have been collected during the 
period of the stay, and the stay was 
limited to ten days after the determina- 
tion of the appellate division, in no event 
to continue beyond May 24, 1935, with- 
out further order of the court. In this 
connection it was said: 

The section [of the new law], however, 
has a salutary purpose. It seeks to hasten 
the day of relief to consumers subject to 
rates unreasonable and excessive. It fa- 
cilitates prompt action designed to avoid 
delays in rate cases which make haste slow- 
ly through the courts. 

To that end a limitation in harmony with 
the objective of the section, should be 
placed upon the stay. 


a 


Bronx Gas & Electric Co. v. Maltbie; 
Yonkers Electric Light & Power Co. v. 
Maltbie. 


Lower Rates through Cheaper Federal Money Held 
to Justify Federal Operation 


‘> Alabama commission, in au- 
thorizing a transfer of property by 
the Alabama Power Company to the 
Tennessee Valley Authority, found that 
the interests of the company and of the 
public would be served as a result. It 
was indicated that under the govern- 
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mental operations customers would be 
benefited by lower rates as a result of 
the ability of the government to borrow 
money at lower interest rates than pub- 
lic utility companies are able to obtain. 
In this regard, the commission said in 
its report: 
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It appears without dispute from the evi- 
dence that one large advantage which the 
Authority has and proposes to pass on to its 
customers in the form of lower rates under 
the plan here detailed, arises out of the fact 
that the Authority obtains its money at the 
annual rate of 34 per cent, which is sub- 
stantially lower than the rate at which the 
strongest private utility can obtain money. 

According to the evidence in this pro- 
ceeding, as given by the vice president of 
the company, this difference in the cost of 
money to the Authority and to petitioner, 
amounts annually to a sum of money which 
represents practically the entire difference 
in the rates of petitioner and the rates 
which the Authority proposes to make ap- 
plicable in this area. 


The commission reaffirmed former 
rulings that coal and ice companies 
whose rates as customers of the utility 
company might be affected by the sever- 
ance of properties sold to the Federal 
Power Authority might properly inter- 
vene and present their arguments in the 
case. The interveners could not, how- 
ever, broaden the scope of the inquiry. 

The commission stated concerning the 
public interest to be considered in such 
proceeding : 


It is our view that the public interest 
named in the statute to be considered by us 
may not properly be limited to the public 
interests embraced only within the area in 
which the Authority proposes to engage in 
such utility business. If we thought this to 
be the case, then our basis for ruling that 
the coal and ice companies are entitled to 
intervene would appear to be without foun- 
dation. In our opinion, the public interest 
to be considered is such public interest in 
Alabama, within or without this area, as 
may reasonably be affected by giving ap- 
proval to this transaction. It must be noted 
and considered, however, as to what we may 
reasonably conclude from the evidence, 
would result in the area covered by these 
contracts, and it might be in the wider 
area, if these petitions should be denied. 
The evidence in the record and the facts 
of which we may take judicial notice would 
seem to indicate that if petitione: had not 
entered into these agreements with the 
Authority, it probably would have lost as 
much or more in the matter of its physical 
property loss and in its loss of business 
than it may lose by carrying out these 
agreements. This is shown to have been 
given very careful consideration by peti- 
tioner. 


Re Alabama Power Co. (Docket 6604, 
6636). 
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Financial Inability Does Not Excuse Water 
Company from Furnishing Service 


OMPLAINTS against the service and 

facilities of the Bearcreek Water 
Company have been sustained by the 
Montana commission, notwithstanding 
claims of the company that it is unable 
to finance necessary replacements. The 
commission said that so long as the com- 
pany continued to render service as a 
public utility it could not be relieved 
from the obligations incident to the 
privileges conferred on a public utility 
company. 

The company contended that it was 
foregoing any return upon the value of 
its property devoted to the service of 
the public and that any order requiring 
it to make any outlay of capital in order 


to rehabilitate its system would amount 
to confiscation and would be in violation 
of its constitutional rights. But the 
commission said : 


So far as respondent attempts to raise the 
question of confiscation under the Consti- 
tution, it is enough to cite the language of 
Mr. Justice Holmes, speaking for the Su- 
— Court of the United States, in Fort 

mith Light & Traction Co. v. Bour- 
land, 267 U. S. 330, P.U.R.1925C, 604: 

. the Constitution does not confer 
upon the company the right to continue to 
enjoy the franchise and escape from the 
burdens incident to its use.’ 


Bearcreek v. Bearcreek Water Co. 
(Docket No. 1691, Report and Order 
No. 1656). 
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Deposit Does Not Protect Customer from Service 
Discontinuance for Nonpayment 


CUSTOMER of an electric utility 
A complained to the Pennsylvania 
commission that service had been dis- 
continued because of arrearages, while 
her deposit with the company was suf- 
ficient to cover the bill. The commis- 
- sion held that the company had the right 
to discontinue the service without ex- 
hausting the deposit, but that it was ob- 
ligated to return the deposit with in- 
terest to the customer. It was sajd: 


This conclusion that the company acted 
within its rights in discontinuing service is 
reasonable since if the bill were paid out of 
the deposit the consumer would immediately 
be required to make good the impairment 
of the deposit and service would be dis- 
continued for failure to do so. It is like- 
wise in accord with prior determinations 
of this and other commissions and of the 
courts, wherein it has been held that a util- 
ity may discontinue its service to a de- 
linquent patron notwithstanding the fact 
that a sufficient sum remains on deposit to 
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cover the account: Arnold v. Alabama 
Power Co. (1921) 206 Ala. 506, 90 So. 909; 
Mueller v. Wisconsin Teleph. Co. P.U.R. 
1931C, 355; Pilchard v. Pacific Gas & E. 
Co. (Ariz.) P.U.R.1916B, 714; we B 
Fayette County Gas Co. 2 Pa. P. S. C. 3 
P.U.R.1916E, i we 

In accordance with the policy of this and 
other commissions, we will allow interest 
from the date on which the deposit was 
made: Wyoming v. Luzerne County Gas & 
E. Co. (1921) 5 Pa. P Cc , PUR. 
1922A, 48; Hooton & Moore v. Georgia R. 
& Electric Light Co. 37 Ann. Rep. Ga. R. C. 
272; and Thomas v. Jefferson City Light, 
Heat & P. Co. (Mo. 1916) P.U.R.1917B, 
745. In the absence of any controlling pro- 
vision in the tariff and of any special cir- 
cumstances, the rate of interest will be 
fixed at 6 per cent. The rules of the com- 
pany provide that when a deposit is applied 
to the payment of a bill, no interest there- 
on shall be allowed. Such a rule is clearly 
unreasonable. 


Pilger v. Abington Electric Co. (Com- 
plaint Docket No. 9738). 


Ownership of Separate Operating Rights Does Not 
Permit Joint Operation 


HE Florida commission has laid 

down the rule, in harmony with de- 
cisions by the California commission, 
that the acquisition of separate cer- 
tificates of convenience and necessity 
authorizing motor carrier operation 
does not confer upon the owner the 
right to perfect through service and 
joint rates. Authorization for such 
joint operations must first be secured 
from the commission. 

This ruling was made in connection 
with approval of the transfer of an op- 
erating certificate by one motor carrier 
company to another. The commission 
also ruled that the mere sale or transfer 
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of a certificate does not require public 
convenience and necessity to be con- 
sidered as that term is used in the grant- 
ing of an original certificate. More- 
over, in the words of the railroad com- 
mission : 

It is also true that the provision of the 
statute which requires the commission to 
give existing transportation agencies the 
right to furnish service along a route or on 
a schedule, provided public convenience 
and necessity requires further transporta- 
tion in that field, does not apply to the 
transfer or assignment of a certificate per 
sé. 

Re St. Johns River Line Co. et al. 
(Order No. 706, Docket No. 100-6). 


Other Important Rulings 


HE law gives the Louisiana com- 
mission no jurisdiction over opera- 
tions as a contract carrier or taxicab 


operator, it was said in a case where the 
commission ordered the cessation of op- 
erations to the extent that they were in 





